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OUR SERVICE TO READERS 


All who are concerned with economics and political science, 
either professionally or as leaders of public opinion, have long found 
themselves harassed by the avalanche of articles, lectures, memoranda 
and books that descends upon them when they try to keep abreast 
of the times. The Economic Research Council, realising the need 
to have the vast output from all parts of the world scrutinised and 
sifted, created Economic Digest to draw attention to the really 
significant items. 

Primarily intended for the use of members of the Council, 
Economic Digest has found a world-wide readership. Many pro- 
fessional economists, politicians of all parties, administrators, 
business men and students acknowledge its value. 

The Economic Research Council is a non-profit making organisa- 
tion in the educational field, and is so recognised by the British 
Treasury. It offers Economic Digest as a practical contribution to 
education and research. 


Il. REFERENCE FILES 


Every month the editors examine hundreds of articles, books, 
newspapers, speeches, private papers and memoranda from all over 
the world. In the process of covering such a vast field the editors 
become aware of much specialised material that is unsuitable for 
republication in Economic Digest, yet might be of great interest to 
some subscribers. 


The editors, therefore, keep filed for one year a large number of 


arrangement. For further details please see the “For Reference” 
feature on the later pages of this issue. 


2. READERS’ QUESTIONS ANSWERED 


Readers are invited to submit any questions concerned with 
economics in practice and in theory. This service is entirely free, but 
enquirers should include a stamped addressed envelope when writing. 


Suggestions for the improvement of Economic Digest are always 
welcomed. 


The address for all communications regarding the Readers’ 
Questions Service, the Reference Files, Economic Digest and 
membership of the Economic Research Council is 


ECONOMIC DIGEST, 18 SOUTH ST., LONDON, W.1. 


Economic Annual subscriptions can be made through 
your newsagent, or by writing direct to 
Economic Digest Offices (Tel.: GROsvenor 


Digest 4581). 


Annual Subscriptions (12 monthly issues): £1 post free in 
the United Kingdom ; 25 /- sterling (or equivalent) elsewhere. 
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informative items on many subjects. Members may borrow them by 
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Africa’s Deadly Disease—Uprootedness 


BY PROFESSOR §S. H. 


STATISTICS of population indicate 
how tremendous have been the 
changes which separate Africa today 
from that Africa of the past in which 
Europeans could go on living side 
by side with the indigenous peoples 
without the conscious emergence of 
any common world of relations be- 
tween them. 


When, roughly speaking, the 
modern economy of South Africa 


had begun to be developed in earnest - 


—say about 1891—there was a total 
population of all races of about 4.1 
million in the whole of South Africa. 
Yet today it is probable that a num- 
ber very nearly equal to that popula- 
tion of 60 years ago is living in 
towns in the Union of more than two 
thousand European inhabitants. Ac- 
cording to the 1946 census the num- 
ber at that date was 3.6 million. 


In 1865 the total European popu- 
lation of the then most populous 
province, the Cape Colony, was only 
180,000—about four-fifths of the 
European population of Cape Town 
today; and even the total European 
population of the Orange Free State 
and the Transvaal together in 1891 
was only 196,000 — less than the 
number of Europeans (about 
(220,000) in Cape Town in 1946. 


FRANKEL (OXFORD) 


It is also worth noting that the 
European population of the whole 
of Natal in 1891 was only 47,000— 
considerably less than that of Ger- 
miston in 1946. Indeed, in 1946, the 
fifteen largest towns in the Union, 
with a population exceeding 20,000 
Europeans each, had a total Euro- 
pean population which exceeded the 
number of Europeans in the whole 
of South Africa in 1904. (The figures 
were 1,182,000 as compared with 
1,117,000.) Actually, the number of 
Africans in the city and suburbs of 
Johannesburg alone in 1946 
(387,175) greatly exceeded all the 
Africans in urban centres in the 
whole of the Union in 1904, when 
the total urbanised African popula- 
tion was about 243,000, and formed 
roughly 7 per cent of the total 
African population of the Union (3.5 
million). By 1921 the corresponding 
percentage was 9; by 1936 it was 14, 
and in 1946 it was 20 (the figures for 
1946 were: African urbanised 1.5 
million; total African population 7.8 
million). 

The number of Europeans in ur- 
ban centres, as defined above, in 
1904 was roughly 40 per cent of the 
total European population of South 
Africa; by 1946 it had risen to just 
over 60 per cent; for all races the 


From “Some Reflections on Civilization in Africa,” Hoernlé Memorial Lecture, 1952, 
delivered at the University of the Witwatersrand, Johannesburg, on October 7, 1952, 
and published by the South African Institute of Race Relations, Johannesburg 
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corresponding percentage has risen 
from 17 to roughly 32 and the total 
population of the country had more 
than doubled from 5.1 to 11.4 mil- 
lion, Finally, in regard to the Union, 
the total poplation in 1951 at about 
12.6 million has increased more than 
threefold since 1891. 


Urban Growth 

These population trends in the 
Union are indicative of what is hap- 
pening in the rest of Africa at a 
slower rate. In 1900 the population 
of Accra in the Gold Coast was only 
about 16,000. It is now well over 
130,000. Lagos Township had a 
population of about 41,000 in 1901. 
It now has a population of about 
230,000, which, on the basis of the 
1946 census, would have made it the 
third largest town in the Union. In- 


cidentally, Ibadan now has a popu- 
lation of about 335,000; this is 
greater than the total European 
population of Johannesburg. In 
1906 there were 559 Europeans 
in Nairobi, and the whole popu- 


lation was 11,612. In 1948 
there were over 10,000 Europeans, 
over 43,000 Asiatics and over 
75,000 Africans, a total of 129,000 
in the city; this would have made it 
the seventh largest town in the 
Union on the basis of the 1946 cen- 
sus. In 1951 the total European 
population of Southern Rhodesia 
was 136,000, of which over 72,000 
lived in Salisbury, and Bulawayo 
and their suburbs; these two towns, 
with their districts, accounted for a 
labour force of nearly 180,000 
Africans. 


Point of No Retum 

What these figures mean is that if, 
by a wave of a wand, it were pos- 
sible for the inhabitants of South 
Africa to be moved back in time to 
the separate feudal and _ tribal 
“worlds” of the “golden” past most 


of the present population of South 
Africa would starve at once. It is 
only because by far the largest part 
of the population now works and 
lives, either in whole or in part, with- 
in a modern economy closely linked 
to, and very greatly dependent upon, 
world markets that the existing 
population of South Africa can 
maintain even its present average 
low standards of living. 

But, as everyone knows, the lar- 
gest part of the work by which the 
Union’s population manages to 
attain even these low standards is 
conducted on the basis of criteria 
which are not at all relevant to the 
effectiveness of its work, but are 
based on laws and customs which 
contribute nothing to that effective- 
ness, but, on the contrary, greatly 
undermine it. It is to this fact, and 
mainly to this fact, that South Africa 
must ascribe its relative poverty and 
the obvious stresses and strains in 
the body-politic which arise there- 
from. 

Pressure of Population 

This is a very common phenome- 
non. Over large parts of the world 
the so-called pressure of population 
on food supplies does not result 
merely from the scarcity of “natural” 
resources but rather from ignorance, 
and from habits, customs, laws and 
institutions which for one reason or 
another prevent available resources 
from being utilized or further de- 
veloped. 

There is urgent need for a con- 
tinent-wide study of these questions 
in Africa. Contrary to expectations, 
the development of agricultural re- 
sources does not appear to be keep- 
ing pace with the growth of popula- 
tion. Even the output of many of the 
raw materials, which form the basis 
of Africa’s agricultural exports, ap- 
pears to show a disappointing rate 
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of growth in comparison with the 
other raw-material producing regions 
of the world. 


All over Africa the increasing 
numbers can no longer be adequate- 
ly provided for on the basis of the 
methods, the institutions or the par- 
ticularistic, functionally diffuse and 
hierarchical relationships of he past; 
yet, on the basis of the changes in 
these which the times demand there 
is no foreseeable limit to the expan- 
sion of population and productivity. 


Unstable Social Framework 


The great industrial and mining 
developments in Africa have drained, 
and continue to drain, the country- 
side of its able-bodied population; 
but they have not provided, and con- 
tinue to do little to provide an eco- 
nomically meaningful and socially 
stable way of life. 


A population can adopt criteria 
of relationships suited to either an 
“urban-industrial” or “rural-agricul- 
tural” way of life just as, to use a 
different analogy, it can adopt itself 
to predominantly universalistic or 
predominantly particularistic criteria 
—although the Jatter are not suited 
to a modern industrial economy; but 
it is not possible to ensure any 
stability in a society which hovers in 
a twilight of social existence: which 
cannot find a basis for any perman- 
ent relationship at all. It is quite 
possible to achieve an increase in all 
the usual economic indices of pro- 
ductivity, and yet fail to safeguard 
the very foundations of a stable 
society. 


Urbanization: Uprootedness 

Thus urbanization in South 
Africa, and a similar trend in other 
parts of the continent, carries with it 
great dangers. The whole question 
demands the most painstaking im- 
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partial investigation by social scien- 
tists. For the present rate of urban- 
ization indicates the presence of 
what is, perhaps, the most baffling 
of modern social diseases—mass up- 
rootedness: men and women torn, 
too rapidly from the soil, the mores, 
the loyalties, the obediences, and the 
sanctions to which they were accus- 
tomed. 


The disease of uprootedness 
strikes everywhere in Africa without 
distinction of colour, race, or creed. 
Like cancer it is a silent disease: it 
kills when it is recognised too late. 
In Africa the fierce forces of Wes- 
tern industrialism are erecting a 
superstructure which is as dazzling 
as it is blind to the silent diseases 
which it carries with it. 


Insufficient Awareness 


The basic problems of uprooted- 
ness in Africa are not unique, but 
the resistance of its people to its on- 
ward march is weaker than else- 
where—Africa lacks the defences 
provided in Europe by the gradual 
evolution from earlier associations, 
loyalties and social relationships: 
the sturdy peasant, the artisan disci- 
plined by the craft-guild, the justice 
of the peace, the squire, and the long 
growth of local government and 
democratic institutions. The social 
soil of Africa is shallow: the roots 
of modern civilization cannot pene- 
trate deep to resist the storms of cir- 
cumstance; the least disturbances, 
like the rain and the wind, create a 
dust-bowl and a desert. 


As yet neither the indigenous nor 
the immigrant peoples of the con- 
tinent are sufficiently aware that 
civilisation in process involves not 
only disintegration but conservation. 
In a larger sense that is also the 
basic problem of our time: to find 
a compromise between our aspira- 
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tions on the one hand, and on the 
other hand our aptitudes—particu- 
larly our aptitudes to stand the stress 
of social change. 

In Africa there has as yet been 
insufficient realisation and awareness 
of this crucial problem. Indeed, the 
problems involved in creating a 
civilisation which can endure in 
Africa have so far beer given littic 
conscious attention. The modern 
history of Africa too often exhibits 
merely the desire of its various 
peoples to attain freedom only in 
that limited sense in which it denotes 
freedom from something: freedom 
from some aspect of reality, from 
the exigencies of the world outside 
Africa, and from the inconvenience 
of realities in Africa. 


What Kind of Freedom? 
But real freedom is not thus nega- 


tive. It cannot rest on the desire 
to escape from reality, from moral 
obligations, or from oneself. Yet 
full creative freedom, and peace, in 
Africa can come to the extent, and 
only to the extent, that ail the in- 
habitants in all parts of Africa ac- 
cept the tasks which Africa imposes; 
accept what Africa with all its diver- 
sities is; accept the varying apti- 


tudes, abilities and experiences of its 
different peoples; and mutually 
respect their free personality and 
human dignity—without which there 
can be no freedom in any sense 
whatever. 


There are no final solutions to 
social problems. There are only 
ways of continuously thinking and 
acting in relation to them. “ Onbe- 
kend is onbemind,” says an Afri- 
kaans proverb; yet true knowledge 
is not just a matter of intellectual 
appreciation: to know involves in- 
spiration, illumination, sympathy 
and action. There is only one way 
of learning to play the flute, that is 
to play the flute. There is only one 
way of building a system of effec- 
tive co-operation in society—build- 
ing a civilisation; that is by building 
it—daily, wholly, unselfishly; until 
to each one in his daily task the un- 
accustomed becomes the accus- 
tomed, and the way which was no 
way becomes a way: a path—a 
road—across the valleys and over 
the mountain tops. 


* 


For further reading: ‘ Economic Change 
in South Africa” (Ref. 207). 








CAPITOL CHARGES 


At least $32,155,251 have been spent by political organisations, inde- 
pendent groups and candidates in the 1952 political campaign. 


From the New York Times, Decemiber |, 1952 

















A Plea for Indian Economics 


This Indian Survey of “General Theories’ from Ricardo to Keynes 

argues the limited nature of their scope. Faced with the changing 

reality of time and place, the writer pleads for the development of 

a school of economic analysis based on the special problems of 
the Indian economy. 


THE cardinal sin of science is a 
defect of method, the logical fault of 
extending one’s conclusions beyond 
the limits which the foundation of 
data will*support. This is a sin to 
which economists are prone. 

This proneness may arise from a 
lingering belief that Nassau Senior 
was right, that one can deduce all 
the principles of political economy 
while leisurely pacing one’s garden. 
Regardless of the cause, economists 
should avoid the sin but do not. 
The penalties can be severe. 

Modern economics took its form 
from the genius of David Ricardo. 
His method and his analysis, as 
applied to certain specific market 
situations, is still essentially valid 
and illuminating. But very few 
people study Ricardo’s penetrating 
analysis of specific situations. Any 
man who writes a general treatise 
on economics creates a general im- 
pression and this general impression 
—not his more scientific work—is 
translated into policy by non-econo- 
mic political administrators and by 
harassed businessmen. 


Ricardo’s Assumptions 

Three closely related ideas domi- 
nate Ricardo’s general economic 
outlook, the pressure of population 
on resources of agricultural land, 
the subsistence theory of wages, and 
the resulting class conflict — the 


more there is for you, the less there 
is for me. All three of these had a 
real, if limited validity during Ricar- 
do’s lifetime, when social classes 
and economic factors were in Eng- 
land roughly co-extensive, when 
Napoleon prolonged the French 
Revolution into a period of weary 
frustration which overthrew the nor- 
mal channels of commerce, especi- 
ally commerce in foodstuffs, and 
made technological progress in 
peaceful arts impossible. 


. . and their Application 


This was a local situation. Writers 
in America, where there was no 
pressure on the land and where the 
independent farmer was landlord, 
capitalist and labourer, protested in 
vain that it could not be generally 
valid. But Ricardo’s authority was 
above protest. The situation was 
local in time as well as in space. By 
1880, the American Midwest and 
the refrigerated ship from Australia 
(and a lot of other things) had given 
the squire, the merchant, the worker 
and the industrialist of England all 
a higher standard of living. The 
more there was for me, the more 
there was for you. If Ricardo had 
been right, this should not have hap- 
pened. But while unoccupied con- 
tinents beckoned, Ricardo’s Theory 
of Rent (significant for English land 


From The Eastern Economist, November 7, 1952 





6 ECONOMIC DIGEST 


during the Napoleonic Period) was 
staple diet for University students 
the world over for a good fraction 
of a century. 


Marshall, the Victorian 


From 1815 to 1890, Europe saw 
but one major war and that a brief 
one. In 1890 Alfred Marshall pub- 
lished a book that students in both 
hemispheres memorized for the next 
forty years. Its tone is summarized 
by its motto “Natura Non Facit 
Saltum” — Nature does nothing 
abruptly. Marshall, though profess- 
ing loyalty to Ricardo, gave demand 
primacy over cost of production. He 
painted a serene picture of a placid 
Victorian economy of small units, 
hard currencies, political peace in 
which all is well in the long run. 
The Marshallian Cross of Demand 
and Supply was the “pons asino- 
rum” of economics the world over, 
though not one student in ten thou- 
sand realised the rigid conditions 
under which the demand curve was 
valid or realised what the econo- 
mies, internal and external, of large- 
scale production were doing to the 
supply curve. Peace-time technical 
progress soon made it very dubious 
whether the static analysis of the 
industry allowed the representative 
firm to represent very much. 


Marshall personally was very 
cautious, even to the point of 
timidity, about broad conclusions. 
A presentation copy of his “ Prin- 
ciples” to a promising student was 
inscribed with the hope that the 
recipient would “in due course 
render this treatise obsolete.” But 
few caught this attitude. The care 
with which the volume was written, 
the high polish of the verbal style, 
the universal acceptance demanding 
eight editions, the assured urbanity 


with which adversaries were dis- 
patched, left the student with the 
unmistakable impression that here 
was the voice that spoke with 
finality. Examining boards did 
nothing to alter the students’ im- 
pression. 

As the child of his day, Marshall 
was much taken up with evolution. 
Such an uncritical basic conviction 
that a better world is evolving re- 
lieves one of detailing specific 
causes as to just why and how it 
should be getting better. But despite 
his declared evolutionary viewpoint, 
Marshall created a climate of re- 
pose. For the present, just as earlier 
evolution had “by a process of 
natural selection” brought to Eng- 
land’s shores “the strongest speci- 
mens of the strongest races of 
Europe,” so now the evolutionary 
process was on a plateau of luxu- 
rious fatigue. The Victorian com- 
promise, which brought the Lion of 
Asoka to lie down in Threadneedle 
Street with the lamb that produced 
the woolsack, was so comfortable an 
era that even Nature would linger 
there and not move abruptly on. 


Inevitability of Gradualness 


The year 1914 revealed abruptly 
the parochial character of Mar- 
shall’s “ Principles.” Nature may do 
nothing abruptly, but emperors and 
armies do. Well-founded legend 
says that Marshall before his death 
in 1924 sighed, “Alas! my poor 
*Principles.”” But the fourth and 
fifth books remained on the syllabus 
wherever English was spoken, and, 
in many places, where it was not, 
and teachers, less critical than Mar- 
shall, presented them to students as 
a set of principles of general 
validity. 

From 1914 to 1937, the world 
violated the numberless unspoken 
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assumptions of Marshall’s econo- 
mics about as thoroughly as is 
humanly possible. War, inflation, 
domestic and international trade re- 
striction, depression, concentration 
by industry and by labour, war 
debts, reparations, capital flights for 
political as well as economic reasons 
all coming on each other’s heels 
would have strained a truly general 
economic theory. 


Pigou and Inter-War Period 


These grim facts presented Eng- 
land with the gravest problems. As 
early as 1928, Pigou recognised the 
possibility that the special condi- 
tions prevailing in England could 
produce an under-employment equi- 
librium from which there would be 
no significant force producing a re- 
turn to full employment. Events 
fully justified his analytical fears. 
As always in such disturbed times 
inflation and “nationalisation” were 
popular; people expect “the Govern- 
ment to do something.” 


Both inflation and nationalisation 
ran strongly counter to previous 
British practice and predilection. It 
remained for the fluent pen of J. M. 
Keynes to render these policies re- 
spectable. The measure of his suc- 
cess may be gauged from the remark 
of a famous economist who has de- 
voted his skills to the promotion of 
Russian Imperialism, “ Keynes has 
rendered Marx unnecessary.” 


The Keynesian Revolution 


Just as Ricardo’s theory was 
accepted as general when it was 
special and local, and Marshall’s 
theory was accepted as general when 
it was special, so Keynes’ special 
theory of England’s post-two-wars 
problems is erected into a general 
theory. 


. . and its Background 

Essentially, Keynes’ problem, and 
England’s, was that a _ country 
with a large, inefficient plant for- 
merly geared to an export market 
may lack capacity for adjustment if 
the Unions can maintain hourly 
rates and the distribution of income 
is such that large savers dominate 
the market. In such cases, since 
wages and monopoly prices cannot 
be brought down to the new equili- 
brium, the equilibrium must be 
brought up to the prices. This was 
formerly known to economics as in- 
flation. England’s problem of the 
*30’s was to make inflation theoreti- 
cally respectable. To have done so, 
chiefly by furnishing aliases to some 
familiar economic characters, was 
Keynes’ achievement. 


Again, while Keynes’ “ general” 
theory offered solace for a local 
English problem, it has _ been 
accepted, studied, commented upon 
and applied in economics where in- 
flation was the last thing needed. 


The Scandinavians 


Now there is an economics that is 
generally valid. Walras was prob- 
ably its first modern exponent and 
Wicksell one of its best. The Scan- 
dinavians have been very good at it. 
Schumpeter has been one of the 
leading analysts of its dynamics, and 
Leontief of its econometrics. 


But the economics of general 
validity is a very small corpus of 
doctrine. Its analytical methods can 
and should be learned and the 
special bits of apparatus developed 
by writers like Marshall should be 
learned with their uses, assumptions 
and limitations. This is a relatively 
easy task. 

But no amount of study of special 
local situations in remote countries 
will be a substitute for a genuine 
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study of the Indian economy, of its 
actual structure, of its working insti- 
tutions, of its biases and tendencies. 
No amount of fine-spun “general 
theory ” will help if we are ignorant 
of income distributions by size, 
origin, region; if we do not know 
the course of inter-regional trade in 
India, the paths goods actually 
follow to market and the value 
added at each step or, if we are 
ignorant, of the factors which right 
now do or may be made to influence 
the efficiency and the contentment 
of labour. Abstract dispute about 
cost of production as a determinant 
of value will get us nowhere, if we 
do not have good information about 
the composition of costs, industry 
by industry, and so on. 


India’s problems are of sufficient 
magnitude that many of them for a 
long time can be handled with fairly 
simple tools if we know the dimen- 


sions of the problems at all accu- 
rately. By all means let us master 


the small but good armoury of eco- 
nomic weapons; this need not take 
long. But then let us courageously 
attack the economic problems of 
India. The weapons are not an end 
in themselves. 


When this is done and Indian 
students of advanced economics 
know as much about the course of 
the annual flow of income in their 
own country as they do about 
Keynes’ mythical banana plantation, 
progress will be made both in 
applied economics and in economic 
analysis. All one asks is that when 
some Indian student achieves a use- 
ful analysis of some special local 
problem, he will not think it neces- 
sary, in order to indicate that it is 
useful, to show that it is a “general” 
theory. 


* 


For further reading: “ Building up In- 
dian Industry,” in The Economist, Lon- 
don, November 8, 1952. 








untapped commodity. 





U.S. COAL AND OIL RESERVES 


More coal, oil and natural gas have been burned up in the last 50 
years than in all previous history. Reserves of crude oil and natural gas in 
the United States are still increasing. 
cubic feet of gas were found for every one extracted. Coal is a relatively 


Only about 24 per cent. of recoverable United 
States reserves have been mined to date. 


From the Paley Report, quoted by the Bank of Montreal Business Review, 
November 20, 1952 


In 1951 two barrels of oil and two 











How to Achieve Dollar - Pound Alliance 





Americans in Britain set forth the 
conditions of $ availability and £ 
convertibility. 





Britain’s duty can be summed up 
in a few words—She must be com- 
petitive. Special measures such as 
exchange control should not become 
a permanent feature of British eco- 
nomic policy. In particular ex- 
change control and import licensing 
should not be used as mere protec- 
tive devices, cushioning inefficiency 
and lack of industrial adaptability. 
The pound must be made good in 
Great Britain if it is to be considered 
good in the market of the world. To 
that end Britain requires: 


(a) monetary discipline which 
will squeeze the remnants of 
inflation out of the economy 
and prevent their reappear- 
ance (no need for drastic de- 
flation); 

(b) reduction of Government ex- 
penditure in order that taxa- 
tion may be reduced below 
its present excessive and dis- 
incentive levels, and that 
genuine savings may again be 
given a chance of accumulat- 
ing; 

(c) greater productivity of goods 
for export and of essential 
domestic capital goods, to- 
gether with attacks on restric- 
tive practices. 


The responsibilities of the sterling 
side of the dollar-sterling equation 
fall on the whole sterling area. The 
total of its members’ strength is 
greater than the sum of each indi- 


vidual part. By following the well- 
established custom that each country 
maintains its external reserves in the 
form of balances in London, it enor- 
mously economizes the use of gold 
and dollar reserves. If the sterling 
area is to endure and prosper, each 
individual member must continue to 
seek long-term solvency in its indi- 
vidual balance of payments. Only 
thus can the area as a whole be in 
equilibrium with the world. 


Sterling Area Endorsed 


If sterling became a convertible 
currency it would remove the need 
for such temporary, makeshift de- 
vices as the European Payments 
Union. The world could then return 
to the full use of sterling as a cur- 
rency of international account. 


There is no conflict between the 
dollar and the pound. Each has its 
own complementary function to 
perform. I/t is the considered 
opinion of the Board of this Cham- 
ber that it is in the interests of 
Americans to support the sterling 
exchange standard and help the 
pound attain convertibility. 


Action for the U.S.: 


The United States must act in 
accordance with her position as the 
world’s greatest creditor and trading 
nation. How can we continue to sell 
abroad if we are unwilling to buy? 
How can we maintain world trade at 
a high level? How can we ensure 
that the dollars, which the rest of the 
world needs to buy our goods, are 
acquired not by U.S. Government 
handouts, that is, out of the pockets 


From a Report by the Board of Directors of the American Chamber of Commerce in 
London, November 20, 1952 
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of American taxpayers, but by satis- 
fied American consumers of foreign 
goods and users of foreign services? 


Tariff Reform, 


We can lower our tariffs; we can 
simplify our customs procedures; we 
can eliminate all import restrictions 
by quotas. We must re-enact on a 
more permanent basis the Recipro- 
cal Trade Agreements Act. We can 
reconsider our anti-dumping laws; 
we can repeal the ‘Buy American 
Act’; we can go further than this 
repeal and make it mandatory on 
U.S. Government agencies to satisfy 
their buying requirements in the 
cheapest markets—whether in or 
outside the United States. 


We can stimulate foreign travel; 
we Can give our tourists greater tariff 
exemption on goods which they 
bring home. 


. . » Overseas Investment, 


We can encourage American invest- 
ments abroad especially in equity 
form by concluding appropriate 
treaties with foreign countries and 
by giving suitable protection and tax 
incentives to American concerns 
operating abroad. In developing this 
investment programme we should 
give every encouragement to the In- 
ternational Bank for Reconstruction 
and Development. We commend the 
work of the Export-Import Bank as 
well, but feel that some of the Con- 
gressional directives to it should be 
liberalized to facilitate the earning of 
dollars by other countries. We can 
encourage closer co-operation be- 
tween British and American agencies 
for the provision of capital to de- 
velop the resources of the sterling 
area. We can temper the administra- 
tion of the U.S. anti-trust laws so as 
to take into account the laws, cus- 
toms and practices of the countries 


in which American 
operate outside the U.S.A. 


We can ensure that, as a general 
rule, the proceeds of loans we make 
to foreign countries are available for 
expenditure outside as well as inside 
the United States. The dollars we 
lend are homing birds. Even if dol- 
lars lent to South America are used 
to buy equipment in Britain and 
Britain then uses them to buy wheat 
from Canada, they will ultimately 
come back to the United States 
through some such deal as a Cana- 
dian purchase of American steel. 


companies 


. . » Point Four Development 


We can expand the Point Four 
technique with more emphasis on 
free enterprise, and help make un- 
der-developed areas more produc- 
tive, especially in primary products. 

We can ensure regularity of opera- 
tions when the U.S.. Government 
buys for the stockpile; we can enter 
into long-term purchase contracts for 
raw materials, especially minerals. 

We can, among our N.A.T.O. 
allies, continue to buy military 


equipment and supplies with U.S. 
dollars. 


. . - and Stabilizing Policy. 


We can generally practise eco- 
nomic and monetary policies at 
home which will be conducive to in- 
ternal stability—since our stability 
is a prerequisite to world stability. 

The United States Government 
has been induced by strategic con- 
siderations to help many services by 
subsidies and other protective mea- 
sures. These should now be recon- 
sidered in the light of changing con- 
ditions within the Western World. 
We believe that under the new world 
conditions much can be done to 
stimulate more healthy competitive 
enterprise in these particular fields. 
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This would not only save the Ameri- 
can taxpayers’ pockets, but would 
provide increased opportunities for 
other countries to earn more dollars. 

In all our actions we should do 
those things which will further the 
national interests of the United 
States as a whole and eschew those 
things which cater to special in- 
terests. 

U.S.A. should not increase the 
dollar price of gold. Further tinker- 
ing with the parity of our currency 
but would have thoroughly bad 
psychological and inflationary effects 
on our monetary system. 


Sterling Convertibility 


It is very widely believed that con- 
vertibility of sterling cannot be 
achieved until Britain’s gold and dol- 
lar exchange reserves are vastly 
higher than today. Estimates of the 
desired reserves range from $5,000M 
to $10,000M against the present 
figure of under $2,000M. The 
amount of the reserves is not as im- 
portant as the intrinsic soundness of 
the currency. If the purchasing 
power of the pound is secured at 
home, and if the underlying British 
economic policies are so conceived 
as to establish complete confidence 
in the currency, a comparatively 
small gold reserve will suffice to un- 
derpin the convertibility and the ex- 
change value of sterling. 


. with Dollar Credits 


If the right policies are pursued by 
Great Britain and other sterling area 
countries (as well as by the United 
States)}—but only then—there will 
be solid ground for arranging stabil- 
ization credits to add confidence to 
sterling, either directly by the United 
States or through existing inter- 
national institutions. If the condi- 
tions are right the credits are unlike- 


ly to be used. 

The problem of sterling vitally 
affects the fundamental trading in- 
terests of the United States. A large 
part of our trade with the rest of the 
world is done on the basis of ster- 
ling. 


Value of the Sterling Area 


The sterling area is a piece of 
mechanism which deserves the un- 
derstanding and the co-operation of 
the United States. Without it we 
would do less trade with sterling 
countries than we transact today. If 
every member of the sterling area 
had to maintain a separate gold and 
dollar reserve the restrictions against 
dollar imports into those countries 
would be greater than they now are. 
The sterling area is a mechanism for 
‘making do’ with a minimum of 
foreign exchange reserves and as 
such we should approve it. The best 
service we could render the sterling 
area both in our own and in its in- 
terests would be to hasten the day 
when sterling can again become a 
convertible currency. 


Aims of Commercial Policy 


It should be the object of all free 
nations to balance foreign trade at 
the highest possible level. There is 
no hope in economic isolation. In 
Britain foreign trade means survival; 
in the United States it goes hand in 
hand with prosperity. These two 
countries hold the key to the prob- 
lem of lifting international trade and 
raising capital development to high 
levels. 

If the dollar and sterling areas can 
achieve equilibrium with one an- 
other and therefore mutual convert- 
ibility of their two currencies, the 
currency and trade patterns of other 
countries in the free world will fol- 
low suit. 





“Economic Gimmicks 


and Contraptions ” 


IN conferences on next year’s Mutual 
Society Programme, wrote Mr. Be- 
lair, of our Washington staff, one am- 
bitious approach under consideration 
called for the establishment of “a 
multi-billion dollar currency stabil- 
ization fund, to be called the Atlan- 
tic Reserve System.” The function of 
this proposed new financial colossus 
(which would be presided over by an 
“Atlantic Economic Board”) would 
be no less than “to further Europe’s 
related objectives of rearmament, 
solvency and rising living standards.” 
If that should leave you cold, con- 
sider this partial breakdown of its 
operational scope: 

A proposed Atlantic Commodity Board, 
subordinated to the Economic Board. 
would serve to stabilize production and 
prices of essential raw materials * * * By 
tying together the major currency sys- 
tems of the Atlantic Community, the dol- 
lar and the pound sterling, and a third 
unit expected to evolve from the six- 
member European Defence Community, 
the new approach would end the pre- 
occupation abroad with dwindling gold 


reserves that has prevented expansionist 
economic policies * * * , 


- «+ and yet another Board 


As between solving the dollar 
problem by institutionalizing it, on 
the one hand, and getting down and 
grappling with its essential elements 
at the ground level, on the other 
hand, we have a strong predilection 
toward the latter. We have not for- 
gotten the ridiculous oversimplifica- 
tion of the post-war exchange prob- 
lem which was part of the propa- 


ganda campaign for the Monetary 
Fund, back in 1944 and 1945. It 
was all very simple, the public was 
told. If you put all the currencies in 
a common pool, so that each country 
can draw on every other country’s 
currency, then all currencies become 
equally valuable. 


European Reaction 


Our own non-enthusiasm for more 
and bigger Economic Gimmicks and 
Contraptions is apparently shared in 
Europe. Writes Mr. Hoffman from 
Paris: 

There is almost no enthusiasm in 
Europe for suggestions that the Atlantic 
Community needs some vast new 
machinery to “co-ordinate” or even 
formulate economic policies. Europeans 
are remarkably well agreed that it is 
policies, not more machinery, that are 
needed both in Europe and in the United 
States. 

Typical of the sort of “policy” 
that Europeans — and also “the 
highest American economic offi- 
cials,” according to Mr. Hoffman— 
see as the hope of solving the prob- 
lem of dollar shortages is the prac- 
tice known as “ offshore purchases,” 
or the payment of dollars to our 
allies for material and equipment 
produced or provided on the spot for 
the Mutual Security Programme. 


The reason why American eco- 
nomic Officials see great possibilities 
in these techniques is not, Mr. Hoff- 
man points out, merely that this plan 
places dollars in the hands of our 
allies; it is also, and perhaps more 
importantly, because the dollars 
would not simply be distributed ac- 
cording to some preconceived pat- 
tern of allotment but would be com- 
peted for. 


From the New York Times, November 29, 1952 





Price Pressure of Currency Depreciation 


BY BURTON CRANE 


LITTLE by little, the efiect of cur- 
rency depreciations on world price 
levels is beginning to be felt. Their 
pressure on prices is battling against 
the upward force of the remaining 
shortages in some areas. Expressed 
in dollars, the index of Swiss whole- 
sale prices has fallen 54 per cent 
since 1948 and that of the United 
Kingdom has risen only 3 per cent. 
The gain in United States wholesale 
prices has been 8 per cent. 

There have been exceptions, of 
course. Canada is one, with a gain 
over that period of 37 per cent. ex- 
pressed in United States dollars. But 
recently prices there have been 
going down steadily when expressed 
in Canadian dollars. In American 
dollars they have risen less than 
1 per cent since August, 1951. 
Depreciation Explained 

Perhaps the “price pressure of 
depreciation ” shou'd be explained. 
Let the reader suppose that a certain 
country’s francs were worth 50 cents 
and that it could export a ton of 
steel at $150 or 300 francs. But the 
world was not willing to buy its 
steel at that price. Accordingly, it 
cut the value of its currency to 25 
cents. Now, since the cost of pro- 
duction remained 300 francs, it 
could sell for as little as $75 and 
still break even. In practice, it 
would cut just low enough to sell its 
products. It might sell at $120 and 
get 480 francs for each ton. 

In due time, of course, domestic 
prices expressed in francs would 
rise and labour would have to be 
paid more. In due time, also, other 


countries would depreciate their 
currencies in order to remain in 
competition. The dollar price of 
steel—and all other products, for 
steel is merely an example—would 
go lower. 


Measuring Stick 


In the days before World War II 
such price movements could be 
measured in terms of gold and were 
so measured by the General Motors- 
Cornell world price index. This is 
no longer compiled, for since the 
war goid prices have moved without 
apparent relationship to any force 
save human fear. Some people 
wanted gold for hoarding. In Jan- 
uary, 1946, it sold in Zurich for 
$71.50 an ounce. At the end of 
September last it stood at $37.25. 


Thus the American dollar must 
be used as the measuring stick. 

In the period between 1926 and 
mid-1938 the world price index ex- 
pressed in gold values fell 36 per 
cent. In the same period the 
pressure of currency devaluations 
appeared also to be 36 per cent. 
This was measured by taking the de- 
preciations in the currencies of seven 
trading nations and weighting them 
with the percentages of world com- 
merce done in each. 

Thus, if a country did 10 per cent 
of world trade and devalued its cur- 
rency by 40 per cent, the pressure of 
its devaluation was considered to be 
4 per cent. 

Before the war the United States, 
the United Kingdom, Canada, Ger- 
many, Japan, France and Italy did 


From the New York Times, November 2, 1952 
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between 49.9 and 53.9 per cent of 
aggregate world trade. Last year 
they did 46.9 per cent of it. 

There is no longer a General 
Motors-Cornell index to provide a 
check, but using the method that 
proved so accurate in the past, the 
reader will discover that the pres- 
sure of world currency depreciation 
since 1938 has been about 40 per 
cent. Since the end of 1948 it has 
been about 234 per cent. 

There is, of course, another influ- 
ence operating to reduce prices in 
terms of stable currencies. That is 
increasing efficiency in production. 
Experts now estimate the annual 
gains in the U.S.A. due to increas- 
ing modernization and mechaniza- 
tion at about 1.7 per cent. 

These influences, of course, are 
offset to a certain extent by in- 
creases in population. 


Stabilizing Influences 


It should be emphasized that 
shortages still exist in the world to 
keep the full effects of these influ- 
ences on the prices of stable- 
currency countries from being felt 
strongly. It should also be empha- 
sized that governments today show 
a willingness to use the tools of 
credit management more boldly 
than they did in the years before 
1938. It is possible, by expanding 
currency and credit, for them to 
keep their domestic prices from fall- 
ing too rapidly, or even from falling 
at all. 


One of the effects of such an 
effort might well be to correct to 
some extent the imbalance in inter- 
national payments that exists be- 
tween the U.S.A. and the rest of 
the world. 


ELECTRICITY EXPORT: SLOW START 


Tue Economic Bulletin for Europe 
for the second quarter of this year 
examines the structure of European 
electricity supply and applies to it 
the theory of comparative costs, but 
it has found that, in practice, the 
long range transmission of power 
has not taken place on the scale 
which the theory might have sug- 
gested. 

In 1950 international trade in 
electric power accounted for only 
1.5 per cent of total output in 
Europe and only 0.1 per cent in 
value of all intra-European mer- 
chandise trade. 

It would seem that there could be 
an advantage in exports of thermal 
electricity from countries with cheap 
coal to high-cost countries when the 
transfer of electricity is cheaper than 
th- transport of the cheap solid fuels 


themselves; there would also seem to 
be an advantage in long-range trans- 
port of hydro-electric power where 
its delivery costs would not raise its 
final cost above that of thermal 
power in the consuming countries. 

Less than a quarter of Europe’s 
hydro-electric potential has been 
harnessed and thermal power has 
much the largest share in total elec- 
tricity production. The future high 
cost and comparative scarcity of 
coal will shift the balance more in 
favour of hydro-electric power. 

The two countries which could, it 
appears, export hydro-electric power 
in bulk are Norway and Yugoslavia, 
but useful amounts could also be 
made available by Sweden, Rumania, 
and possibly Spain. 

From The Times Review of Industry. 

December, 1952 
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Volts Across the English Channel 


BY THE RT. Hon. LorbD CITRINE, P.C., K.B.E. 


AN important project is an exchange 
of electric power between the two 
national systems of Great Britain 
and France by means of a submarine 
cable across the Straits of Dover. 

The scheme has already been ap- 
proved in principle by the Central 
Authority and Electricité de France, 
a Joint Committee of the two bodies 
having been at work for about two 
years. Their report indicates that 
the projected interconnection be- 
tween the two countries would be 
technically possible and that econo- 
mic advantages would accrue to 
both countries. 


France’s Power Sources 


The power stations which are con- 
trolled by Electricité de France are 
mainly hydro-electric stations. Their 
installed capacity at the beginning of 
1952 amounted to about 4,800,000 
kW. Electricité de France also has 
steam stations with a capacity of 
3,800,000 kW. The hydro-electric 
Stations are located almost entirely 
in the three mountainous regions of 
the south, viz., the Alps, the Massif 
Central, and the Pyrénées, the steam 
stations being largely centred on the 
coalfields in the industrial north of 
France. Long distance transmission 
lines interconnect the two main cen- 
tres of electricity generation. 

Whenever water is available as 
much as possible of the national 
electrical load is carried by the 
hydro-electric stations in order to re- 
duce coal consumption in the steam 
stations. However, when water is 


scarce because of the season or of 
drought, proportionately more of the 
load is taken over by the steam 
stations. 


British Capacity 

In Great Britain water power is on 
a very limited scale. Out of our 
present output capacity of some 
14,500,000 kW from coal-fired steam 
plants, the Authority have only 
about 360,000 kW of hydro-electric 
plant, half of which is furnished by 
the North of Scotland Hydro-Elec- 
tric Board. Although extension of 
hydro plant is proceeding, the con- 
tribution will be small in relation to 
the requirements of the country as 
a whole. In the estimates I have 
given of 35,000,000 kW of plant 
capacity by 1970, allowance has 
been made for the possible erection 
of the Severn Barrage Scheme, which 
would have a capacity of about 
800,000 kW. This would be a great 
coal saver, and if the price of coal 
remains at its present level or in- 
creases, it would probably be econo- 
mically justifiable. We cannot hope 
to rival France, however, in the 
capacity of their hydro-electric sta- 
tions. 

Interconnection of the ... 

French systems would have the 
effect of putting at the disposal of 
the Central Authority an additional 
amount of water power. In return, 
Great Britain would send at appro- 
priate times in the day electricity 
generated in our steam stations. To 


From “Problems of Electricity Supply,” National Provincial Bank Review, November, 
19 
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put it another way, electricity gener- 
ated in the hydro-electric stations of 
the Alps would be exchanged at ap- 
propriate times for electricity gener- 
ated, say, at the coalfields in the 
Midlands of England. 

In view of the diversities between 
the French and British climates, 
national standard clock times, 
habits, hours of work, and so on, the 
peak demands for electricity in the 
two countries do not occur at iden- 
tical times. 


Interconnection of the two sys- 
tems would, it is estimated, i; fully 
effective, be equivalent to the saving 
of some 300,000 kW of generating 
plant shared between the two coun- 
tries. 


100,600 kW: £10 million 


Principally for economic reasons 
it is proposed to limit the capacity 
of the interconnection between the 
two countries to 100,000 kW in the 
first stages. This will be done 
through a cable, carrying alternating 
current at 132,000 volts, i.e., the pre- 
sent voltage of the British Grid sys- 
tem. On this basis each country 
could rely on receiving, at the times 
when it most needed it, a supply of 
100,000 kW from the other country, 
thus making possible a reduction of 
100,000 kW in the generating plant 
capacity which would otherwise be 
necessary in each country. There 
would thus be a combined saving of 
upwards of £10,000,000. 


... a Saving of £6 million 


Estimated cost of the capacity 
would be approximately £4,500,000, 
so that the net saving in capital cost 
by the use of the interconnecting 
cable would be something approach- 
ing £6,000,000. 


It may well be that the further 


development of high voltage direct 
current transmission (as distinct 
from alternating current), which is 
at present in its early stages, may 
make it possible at some future date 
for the cable to change over to direct 
current. This would mean increas- 
ing its capacity very substantially. 


Technical Difficulties 


Technical difficulties involved in 
a submarine cable connection be- 
tween France and England are con- 
siderable, and no comparable con- 
nection exists at present in any part 
of the world. The longest under-sea 
power cable with which we have had 
any experience in this country is the 
33,000-volt cable between the main- 
land and the Isle of Wight. 


The technical experts of Elec- 
tricité de France and the British 
Electricity Authority do not regard 
the difficulties as insuperable, but 
they are of the opinion that detailed 
development work, involving con- 
siderable expenditure, will be neces- 
sary before a final decision on the 
scheme can be taken. 


Experimental Work 


It will take from twelve to eigh- 
teen months to complete the experi- 
mental work at a cost of about 
£250,000, which would be shared 
equally between Electricité de 
France and the British Electricity 
Authority. On their part the British 
Electricity Authority have already 
approved the programme of work 
subject to receiving a covering ap- 
proval from the Government. 


* 


For further reading: “ Electric Power by 
Submarine Cable—Success of the Danish- 
Swedish Experiment” (Ref. 218). 
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Growing Power of the House Magazine 


ACCORDING to a recent survey made 
by the International Council of In- 
dustrial Editors, no less than 6,500 
publications, with a combined 
monthly circulation of almost 71m. 
copies, are issued regularly by in- 
dustrial and commercial concerns in 
the United States. Small and big 
firms in the U.S. spend over 112m. 
dollars a year on the production of 
private newspapers, magazines and 
journals to inform their employees, 
customers and shareholders of their 
activities and progress. 

These publications range from 
small news sheets issued for em- 
ployees of a small firm to the multi- 
million circulation of publications of 
leading American corporations. Of 


the “Ford Times,” for instance, 
i.5m. copies are printed each 
month. “Friends,” house journal 


of General Motors, is mailed to 
1.4m. families regularly. According 
to these figures, at least one house 
journal is read in every American 
family and there is a rapid upward 
trend in this movement. 


Britain’s House Journals 

In Great Britain the development 
of industry’s endeavour to com- 
municate regularly with its em- 
ployees and outside friends has been 
less spectacular, yet equally per- 
sistent. At the beginning of the 
century there were only a few house 
journals in this country. The Great 
Western Railway was among the 
pioneers of industrial journalism. 

The National Cash Register Com- 
pany began the publication of their 
house journal in 1899 — Lever 
Brothers first issued “ Progress” in 
the same year—but it was, in fact, 


the outbreak of World War II, and 
the necessity of increasing individual 
productivity by creating the best 
possible working conditions, which 
brought the house journal into its 
own. 


. . . their Circulation 


The British Association of Indus- 
trial Editors estimates that the num- 
ber of company-sponsored publica- 
tions in this country exceeds 1,200 
with a probable total monthly circu- 
lation of between five and six mil- 
lion copies. These publications 
range from duplicated information 
bulletins carrying mainly sports and 
social news, to most efficiently, and 
often very luxuriously, produced 
magazines. 


... and their Purpose 


But whatever the means which 
management puts at the disposal of 
the editor, the main idea behind 
every employee publication is the 
improvement of worker-employer 
relations. Management has begun 
to realise that industry’s private 
press is a most powerful instrument, 
not only in the preservation of peace 
in industry but in the maintenance 
of industrial production at the 
highest possible level. 

A house journal appeals not only 
to the staff of the company; it is also 
valuable as an instrument of good 
public relations and especially com- 
munity relations. In small industrial 
towns the house journals of com- 
panies, in whose shadows the com- 
munity lives, have become regular 
and most popular reading matter. 
Public libraries, employment ex- 


From The Financial Times, London, November 21, 1952 
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changes, doctors and dentists dis- 
play major local journals. Illustrated 
descriptions of civic functions are 
read by many of those who are not 
directly employed by the company 
concerned. 

Recent inquiries have shown that 
up to 30 per cent of house jourzials’ 
mailing lists contain names of cus- 
tomers who have singly and indi- 
vidually requested to receive copies 
of such publications. 


Cost 

The costs of a house journal? 
They vary considerably according to 
its size, presentation and circulation. 
Some companies spend as little as 
4d. or 6d. per copy while others, 
maintaining a qualified editorial 
staff and publishing a more expen- 
sively printed journal, reckon that 
each copy costs as much as 5s. to 
produce. In almost all cases these 
journals are either entirely or to a 
large extent subsidised by manage- 
ment, whereas only a few have an 
advertising revenue. 


. and Revenue 

Even where house journals are 
sold to employees—and this applies 
to about 50 per cent of all such pub- 
lications in Britain—the selling price 
is seldom higher than 3d. and, with 
very few notable exceptions, no 
management has ever recovered 
production costs of a house journal 
in hard cash. It speaks for the great 
popularity of these industrial publi- 
cations that, in cases where the 
journal is sold, on an average 75 per 
cent of the employees buy it 
regularly. 


Influence in U.S. 


Their tremendous influence has 


been recognised in the United States 
to a greater degree than in Great 
Britain. Whereas in Britain it has 
become an unbreakable rule to re- 
frain from political and religious 
discussions, the American house 
magazine editor has no_ such 
scruples. 


The right of the American worker 
to be informed about all affairs con- 
cerning his company is expressed in 
surprisingly frank discussions of 
the company’s financial situation. 
Labour disputes find unrestricted 
space in the journals of the com- 
panies concerned—the editor usually 
presents the case of both parties on 
opposite pages. The American 
worker is also informed of impor- 
tant lawsuits in which his company 
may be involved and the pertinent 
documents are reprinted with suit- 
able comments in the company pub- 
lication. The U.S. Government 
mainiain close liaison with industrial 
editors and regard the house journal 
as a major outlet for Government 
propaganda. 


In this country we have not yet 
reached this stage. The British 
house journal is an unpolitical and, 
in most cases, unprovocative instru- 
ment for the creation of good will, 
an instrument which is intended to 
throw a serene, mellow light upon a 
firm and its employees without 
creating shadows. 


* 
A CHANGE IN AUSTRALIA 
Slump in Playing Cards 


Heading in the Manchester Guardian, 
November 14, 1952. 











A Union of Rhineland Chambers 
of Commerce was formed three 
years ago, with the aim of promot- 
ing the development of Western 
Europe's waterways. The Union's 
membership comprises 40 Chambers 
of Commerce from Austria, Bel- 
gium, France, Germany, Holland, 
Liechtenstein and Switzerland. By 
linking up Western Europe’s three 
great waterways—Rhine, Rhone and 
Danube—a substantial reduction in 
transport charges is contemplated. 


Essentially, the first avowed ob- 
ject of the Union is the creation of 
a Rhine Development Corporation, 
similar in character to the Tennessee 
Valley Authority, to coordinate the 
plans of the seven governments con- 
cerned in all siens taken for develop- 
ing the navigability of the Rhine and 
its tributaries and for exploiting the 
latent hydroelectric power reserves 
of these waterways by building 
power stations wherever locks are 
needed to keep the depth of the 
navigable waterways constant. 


An international economic confer- 
ence convened by the Central Rhine 
Navigation Commission, was held in 
Strasbourg in October, under the 
chairmanship of M. Adrien Thierry, 
and attended by representatives of 
the governments of Belgium, France, 
Germany, Holland and Switzerland, 
to examine ways and means of put- 
ting navigation on the Rhine on to 
a permanently sound basis by means 
of private agreements among the 
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Bold Plans for European Waterways 


interested parties, independently of 
their governments, so as to regulate 
economic and commercial condi- 
tions, by tightening international co- 
operation among the countries 
concerned. A_ second conference 
with the same aims will be held in 
November. 

Envisaged as a whole, the water- 
ways system of Western Europe 
consists of three parts, all still inde- 
pendent of one another : 


Rhine 

1. The Rhine itself, the longest 
river in Western Europe, rising in the 
A!lps, flowing through six countries: 
Switzerland, Liechtenstein, Austria, 
Germany, France and Holland, in 
that order, reaching the North Sea 
at the port of Rotterdam, a total 
distance of 1,326 kms., 830 kms. of 
which is already navigable, as far as 
Basle. For small seagoing vessels, 
the Rhine is navigable as far as 
Cologne, for barges up to 2,500 tons 
as far as Strasbourg and for barges 
of 2,000 tons as far as Basle. One 
of the chief tributaries of the Rhine 
is the Moselle which, if made 
navigable, would provide urgently- 
needed cheap waterway transport 
whereby the coking coal of the 
Ruhr could reach the ironworks of 
the Saar and the minette iron ores 
of Lorraine the steel mills of the 
Ruhr, lowering production costs in 
both regions substantially. 


Rhone 

2. The Rhone, navigable from 
Lyons in France to the Meditter- 
ranean and 


From Supplement to the Swiss Bank Corporation Bulletin No. 34, for November, 1952 
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Danube 


3. The source of the Danube in 
Germany. If the Rhine and the 
Danube were joined by a canal now 
under construction, a navigable 
waterway would exist providing 
cheap transport right through the 
heart of Europe between the North 
Sea and the Black Sea. 


Economically, the plan for de- 
veloping the waterways of Western 
Europe is due to the urgent neces- 
sity of cheapening the costs of pro- 
duction all round. If Europe is to 
recover economic soundness — so 
competent experts at the O.E.E.C. 
have estimated — industrial output 
must be increased by 25 per cent in 
the next five years. Most of this in- 
crease must be exported. Under 
present conditions, costs of produc- 
tion in Europe are too high to enable 
Europe to maintain a foothold over- 
seas. 


Transport of Bulky Goods 


But a decisive lowering of produc- 
tion costs would be effected if raw 
materials in bulk to be transported 
over long distances where rapid de- 
livery is not necessary, could be 
carried over inland waterways in- 
stead of by rail or in motorised 
vehicles over highroads. 


A further saving could be effected 
if all heavy industrial products and 
bulk foodstuffs were carried down 
the Rhine to seaports like Rotter- 
dam for transhipment overseas. 


One competent Swiss authority 
has calculated that in Switzerland, 
under present conditions, transport 
costs account for as much as 40 per 
cent of the sum the producer re- 
ceives from his customer. More- 
over, the merchandiser often 
charges for his services as much as 


30 per cent of what the producer 
receives, so that, in the end, the 
value of the goods at the place of 
origin is increased by as much as 
82 per cent by the time they reach 
the customer. 


Effect on Railway Rates 


Water transport on the Rhone 
costs 10 per cent to 30 per 
cent less than rail transport. If 
transport costs were reduced by a 
change-over from carriage by rail to 
carriage by water, the merchandiser’s 
charges would be reduced also. One 
official Swiss investigation showed 
that, on the average, a saving of 
about Fcs. 3 a ton is effected all 
round when cargoes are carried by 
water along the Rhine instead of by 
rail. 


Before World War II, competi- 
tion from waterway transport up the 
Rhine caused the railways in certain 
neighbouring countries to reduce 
their freight rates to Switzerland by 
as much as 50 per cent. Cheap 
waterway transport up the Rhine 
enables British and Polish coal to 
compete in Switzerland with coal 
from the Ruhr and the Saar, in cases 
where the price of coal is the 
decisive factor. 


A clear indication of the poten- 
tialities in Europe for the expansion 
of transport by water is furnished 
by the increase of the traffic on the 
Rhine passing through the port of 
Basle. In 1929, before regulation of 
the Rhine between Strasbourg and 
Basle, the total quantity of mer- 
chandise handled by the port of 
2,116,000 tons, in 1949 2,252,000 
tons, in 1950 3,500,000 tons and in 
1951 4,600,000 tons—an increase of 
31.2 per cent over the year before. 
In 1951, 42.1 per cent of all goods 
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in the foreign trade of Switzerland 
passed through Basle on the Rhine, 
as against 38 per cent in 1950. 


If industrial production in Europe 
were increased by 25 per cent in the 
next five years according to the 
O.E.E.C. programme, the railways 
of Europe would hardly be able to 
cope with the augmented traffic. 
Already the capacity of the railways 
is often severely strained. Little 
further expansion of the railway 
transport system is feasible. For- 
midable competition from motorised 
road traffic prevents the railways 
from raising their rates to remunera- 
tive levels. The demand for new 
investment capital to expand pro- 
duction is very great. Much less 
investment capital is needed to in- 
crease water transport capacity than 
to build new railways. Costs of 
maintenance of waterways is far 
lower than those of railways. 


On broad general lines, existing 
plans envisage the development of 
the navigable waterways of Western 
Europe into one great system where- 
by certain kinds of merchandise 
would be carried all over Europe at 
minimum cost. These plans in- 
clude: 


Austrian Outlet to Sea 


1. The extension of the naviga- 
bility of the Upper Rhine beyond 
Basle to Lake Constance, whereby 
Austria would obtain an outlet 
to the sea at Rotterdam through 
Bregenz on Lake Constance. 
Beyond Basle, the Rhine could be 
made navigable for larger vessels 
only by building waterpower works 
along the Rhine where dams are 
needed to assure sufficient depth of 
water at all times for navigation. 


The distance from Basle to Lake 


Constance is 137 kms. Vessels 
would take two days to cover the 
distance. Twelve power stations 
would be needed. Seven already 
exist or are under construction. 
Their energy output of 4 billion 
kWh yearly, 45 per cent allocated to 
Germany and 55 per cent to Switzer- 
land, would be among the cheapest 
in Europe. The saving of coal would 
be considerable. 


“ Rotterdam to Mediterranean ” 


2. The construction of a Trans- 
Helvetian Canal joining the Rhine 
and the Rhone, so as to create direct 
waterway transport “from Rotter- 
dam to the Mediterranean.” The 
immense significance of cheap trans- 
port for bulk goods along this 
waterway would be to enable 
Europe to take a far more active 
share in the economic development 
of North Africa, opening up new 
sources of food and industrial raw 
materials and new export markets 
for European industrial products. 


Rhine-Main-Danube Canal 


3. Completion of the Rhine-Main- 
Danube Canal, to make cheap 
waterway transport available right 
through the heart of Europe be- 
tween west and east. 


To assure the success of the 
European Coal and Steel Com- 
munity, the chief tributary of the 
Rhine—the Moselle—must soon be 
canalised, so that coking coal from 
the Ruhr to the Saar, and minette 
iron ores from Lorraine to the Ruhr 
can be transported cheaply without 
transshipment at Strasbourg as now. 
This will soon be an imperative 
necessity because Swedish iron ores, 
hitherto about 90 per cent of all 
those smelted in the Ruhr, are in- 
creasingly hard to obtain. 
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Free World’s 
PETROLEUM 





In the inter-war period 1919-38, 
world oil consumption rose at an 
average compound rate of no less 
than seven per cent a year. 

This rise is the more remarkable 
in that economic activity generally 
in 1951 was only some 75 per cent 
above pre-war. The continued fast 
pace of oil industry growth has been 
generated to a marked degree by 
the fact that oil power is the inevit- 
able accompaniment of many 
modern developments. 

In the under-developed areas of 
the world the growth of oil con- 
sumption has been at an even more 
rapid pace than in the industrialized 
countries, although representing a 
smaller increase in actual volume. 

Of the “developed” areas, Canada 
alone recorded a rate of growth in 
oil consumption on a par with the 
less developed regions, the speed of 
advance being readily accounted for 
by the continuing large-scale indus- 
trial development since 1938, also by 
the opening-up of new mining and 
other activities in virgin territory. 


Growth of Consumption 

Although oil consumption in the 
industrialized areas registered smal- 
ler percentage gains than in the 
under-developed areas, these slower 
rates of growth represented far 
greater increases in the actual ton- 
nages consumed. The more rapid 
rate of growth in the under- 
developed regions has had little 
effect so far upon the relative scale 
of oil demand in these regions and 


in the industrialized countries re- 
spectively. On the other hand, al- 
ready during the thirteen years since 
1938 almost half the overall increase 
of nearly 83 million tons in annual 
inland oil consumption outside the 
U.S.A. is accounted for by the under- 
developed areas. Within these areas 
the Caribbean and South American 
region was predominant. 

The most radical change in world 
oil demand in recent years has been 
the new preponderance of black oils. 


Black Oil 


The main impetus to black oil de- 
mand has come from inland indus- 
trial and transport uses, and in the 
U.S.A. additionally from the demand 
for home-heating oils. In most coun- 
tries other than the U.S.A. the rise 
in black oil demand took the form of 
a much sharper increase in the de- 
mand for residuals than for distil- 
lates, i.e., gas and diesel oils. But the 
predominating influence of the U.S. 
market, had the effect of raising de- 
mand for distillate fuels more rapidly 
than for residuals in the free world 
taken as a whole. 

Despite the comparative smallness 
of the percentage gain in U.S. inland 
demand for residuals between 1938 
and 1951 the absolute increase in 
U.S. consumption of residuals, at 35 
million tons, represented half the 
total increase in the free world’s in- 
land consumption of this fuel. 

U.S. domestic production of resi- 
duals has not kept pace with this in- 
crease in demand, to which must 
also be added an increase of about 
5 million tons in bunkers (foreign 
trade) taken on at U.S. ports. Pro- 
duction of heavy fuel oils in the 
United States has increased during 


From “The Growth of Demand Dissected,” in the Petroleum Press Service, 
December, 1952. Block reproduced by permission of the same source. 

















FREE WORLD: INLAND CONSUMPTION OF 
PETROLEUM PRODUCTS 1938 and 1951 
Metric Tons 
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the past thirteen years by only 59 
per cent. Thus, whereas in 1938 the 
U.S.A. was practically self- sufficient 
in respect of heavy fuels, by 1951 
she was a net importer (after the de- 
duction from gross imports of 4.4 
million tons exports) to the extent of 
over 13 million tons of heavy fuel 
oils a year. This leaves out of ac- 
count the considerable volume of 
heavy crude oils also imported by 
the U.S.A., primarily for the produc- 





tion of residual fuels. 

In other countries the suitability 
and readier availability of residuals 
for industrial use where coal supplies 
are inadequate or more costly was a 
principal influence in raising inland 
demand for them almost fourfold 
between 1938 and 1951. 

Rail dieselization in the U.S.A. 
spurted forward in the post-war 
period, and the use of diesels on the 
railways in other countries is now 
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FREE WORLD: BSTIMATED INLAND CONSUMPTION(a) 
Million Metric 1 


U.S.A. 
Canada 

W. Europe(f) 
Australasia 


TOTAL DEVELOPED AREAS the 
% of All Products in Developed Areas 


Africa and Middle East ... és 
India, Pakistan, Burma, Ceylon ... 
Rest of Asia... Jes we 
Caribbean and South America 


TOTAL UNDER-DEVELOPED AREAS... 
% of All Products in Under-developed Areas ... 


TOTAL WORLD EXCL. USA. _... 
% of All Products, World Exel. U.S.A. 


TOTAL WORLD ..... = 
% of All Products, World ... 


Motor Spirit(b) Kerosines 
1938 1951 1938 1951 
61.5 128.0 7.3 + 15.9 
2.6 6.4 0.1 1.3 
13.6 17.4 pa g 36 
1.6 2.9 0.2 0.5 
79.3 154.7 9.7 4, 21.3 
49.5 416 6.0 oF 
1.4 4.2 0.8 2.1 
0.4 1.3 1.0 1.4 
1.4 2.0 0.5 68 
2.6 9.0 0.6 2.5 
5.8 16.5 2.9 6.8 
26.6 27.4 13.6 11.3 
23.6 43.2 5.3 12.2 
420 31.1 9.6 8.8 
85.1 171.2 12.6 28.1 
46.6 39.8 6.9 6.5 


(a) Excluding consumption in refineries, except that refinery consumption of gas/diesel oils and resi 


(c) Including other products. (d) Including use in refineries. 


(e) Including use of gas/diesel and ft 


in 1951. (f) O.E.E.C. countries plus Spain, Finland, Switzerland, Malta and some other territories. 





developing, 

On the other hand, the use of 
diesel power for road vehicles is far 
more general in European and other 
countries than in the United States. 


Gasoline 


Taking the free world as a whole, 
the demand for distillate fuels has 
been advancing more quickly than 
for any of the other major products. 

Gasoline still retained in 1951 its 
premier position as the most impor- 
tant single petroleum product, and 
accounts for 40 per cent of total in- 
land requirements. This, however, is 
only due to the dominance of gaso- 
line in the U.S.A. market. In the re- 
mainder of the free world, demand 
for gasoline now takes second place 
to the inland demand for heavy fuel. 

In the free world as a whole the 
consumption of gasoline roughly 
doubled between 1938 and 1951. A 
small part of this increase was due to 








higher demands for aviation gaso- 
line, which now constitute about 5 
per cent of total gasoline use, but the 
principal factors were a rise of 71 
per cent in the number of vehicle 
registration, and an increase in the 
average consumption of gasoline per 
vehicle by some 20 per cent. 


. . . and Public Transport 


Increased gasoline consumption 
per vehicle has been due mainly to 
the rise in the proportion of trucks 
and "buses in total vehicle fleets. Be- 
sides having a higher rate of fuel 
consumption, commercial and public 
transport vehicles also tend to be 
used more intensively than private 
cars. 

In 1951 trucks and *buses formed 
22 per cent of the total of 70 million 
vehicles in use throughout in the free 
world, as compared with 18 per cent 
of the total of 41 million in 1938. 
This emphasis on trucks and "buses 
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MPTION(a) OF PETROLEUM PRODUCTS, 1938 AND 1951 
ion Metric Tons 








Per Capita 

Kerosines Gas/ Diesel Oils Fuel Oil All Products(c) Consumption 

(Metric Tons) 
R 1951 1938 1951 1938 1951 1938 1951 1938 1951 
3 + 15.9 15.7(d) 61.0(d) 38.8(d) 73.5(d) 132.7(e) 308.1(e) 0.97 1.89 
1 1.3 0.5 3.3 0.9 3.7 4.7 15.9 0.41 1.13 
| 4 3.6 4.3 12.1 3.6 18.4 27.3 57.1 0.10 0.19 
2 0.5 0.2 1.1 0.2 0.8 2.4 5.7 0.28(g) 0.51(g) 
7 , 21.3 20.7 75 43.5 96.4 167.1 387.6 0.39 0.80 
] 57 12.4 20.0 26.0 24.9 100.0 100.0 
8 2.1 0.6 2.1 0.3 4.0 3.5 13.0 0.018 0.054 
0 1.4 0.3 1.0 0.3 1.4 2.0 $5 0.005 0.012 
5 68 1.5 1.9 0.5 2.3 48 Pet 0.017 0.025 
6 2.5 0.9 3.4 6.8 17.3 11.5 34.0 0.094 0.22 
9 8 3.3 8.4 79 25.0 21.8 60.2 0.022 0.052 
6 11.3 15.4 14.0 36.2 41.5 100.0 100.0 
3 12.2 8.3 24.9 12.6 47.9 $6.2 138.9 0.044 0.094 
6 88 15.0 17.9 22.3 34.6 100.0 100.0 
6 28.1 24.0 85.9 51.4 121.4 188.9 447.8 0.13 0.27 
gy 6.5 13.1 19.2 27.2 27.1 100.0 100.0 


oils and residuals is included in the figures of U.S. consumption. 


(b) Including aviation gasoline. 


diesel and fuel oils in U.S. refineries of the order of four million tons in 1938 and six million tons 
© territories. (g) Australia and New Zealand only. 
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and the consequent higher level of 
gasoline consumption per vehicle is 
even more marked in the under-de- 
veloped areas. Thus trucks and 
‘buses formed no less than 43 per 
cent of all vehicles in these areas in 
1951, as compared with shares of 33 
per cent in Western Europe and 
Australasia, and only 18 per cent in 
North America. Gasoline consump- 
tion per vehicle in the under-de- 
veloped regions averaged 1,130 Imp. 
gallons in 1951, against 692 gallons 
in the industrialized countries. 


Kerosine 


Contrary to pre-war expectations, 
the demand for kerosine, the fourth 
of the major products, continues to 
expand. Its relative importance is 
much greater in the under-developed 
areas, largely owing to its extensive 
use for lighting purposes. An in- 
teresting characteristic of the demand 
for kerosine in the under-developed 


areas is its much higher sensitivity 
to short-term variations in economic 
activity as compared with other 
petroleum products. 

The most prominent characteristic 
of the oil consumption patterns of 
the separate areas is not their simi- 
larity but their extreme diversity, 
even where the general level of the 
areas’ economic development is 
roughly the same. These and similar 
wide differences between consump- 
tion patterns and changes in different 
areas are of great importance in a 
multi-product industry such as the 
oil industry. Such diversity in local 
requirements can only be met eco- 
nomically through the world-wide 
scale of organization of the industry 


* 


For further reading: “Oil Pipelines 


across the Desert” (Ref. 213). 


Also: “The Place of Power Alcohol” 
(Ref. 214). 
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Economic Aspects of the Transport Debate 


By G. J. PONSONBY 


Sir Ernest Cassel Reader in Commerce (with special reference to Transport) in the 
University of London 


Few would quarrel with the de- 
finition that a properly co-ordinated 
system of transport is one in which 
each form of transport provides 
those services for which it is techni- 
cally and economically best suited, 
and the ultimate aim of all policy 
might well be defined as getting each 
form of transport used within its 


appropriate sphere. 


Control or Competition? 

Only when it comes to prescribing 
the means by which this common 
objective can best be achieved do 
deep cleavages of opinion begin to 
emerge. One school of thought be- 
lieves that so long as each branch of 
transport, acting separately in com- 
petition with other branches, is 
called upon to cover its full and ap- 
propriate costs, and is at liberty to 
price its services broadly in relation 
to those costs, then the public ensure 
that services are provided by the 
forms of transport which can pro- 
vide them most economically—that 
is, at least cost. In this case, except 
to see that each form of transport is 
covering its costs, no over-riding or 
single control is required. 

The Government White Paper on 
Transport was clearly inspired by 
this sort of reasoning. 

The other school of thought re- 
jects the competitive solution on 
grounds both of commission and of 
omission. To members of this school, 
competition not only leads to the 
“wasteful duplication” of services, 


but, also fails to provide so-called 
“essential” services. Hence the need 
for some over-riding authority. 


Subsidies 

It would appear that the issue on 
which opinion is most fundamentally 
divided is whether particular forms 
of transport should be called upon 
to provide certain services at a loss. 
The principle at stake is no less than 
whether transport undertakings, 
public or private, are appropriate in- 
struments by which some groups of 
customers are deliberately subsidized 
at the expense of other groups. 

These cases of subsidy should, of 
course, be clearly distinguished from 
those in which different tariffs, while 
covering all the costs for which they 
are directly responsible, contribute 
in different proportions towards 
costs which are common in both. 
The latter circumstances are almost 
bound to exist under any system of 
transport; but there is no proof of 
subsidy here. 


. . and their Background 

A study of the past indicates that 
this matter of subsidy is of deeper 
significance than appears at first 
sight. If, for example, the railways 
are obliged to run parts of their sys- 
tem at a loss, then to balance their 
budget they are bound to make high 
profits elsewhere; and this they can 
do only by fixing charges at a higher 
level than would be required in the 
absence of such an obligation. But 


From The Times, London, Octdber 20 and 21, 1952 
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this in turn exposes them to com- 
petition from other forms of trans- 
port on these highly profitable routes 
and has, in fact, provided arguments 
for the protection of the railways, 
notably against the long-distance 
motor-coach services under the Road 
Traffic Act of 1930, which are difii- 
cult, if not impossible, to resist. 


Unit Costs Compared 


From a sample taken of rail pas- 
senger service costs it appears that 
the position on British Railways re- 
garding their passenger services is as 
follows. On their main-line express 
services, where large trains are 
worked at speed over long distances, 
costs a seat-mile are lower than long- 
distance motor-coach services. But 
in the case of stopping services on 
main lines, branch-line services, and 
(to a lesser extent) cross-country ser- 
vices, costs are correspondingly high. 
The average load in relation to the 
seats provided being higher in ex- 
press trains than in others, the differ- 
ence in the cost a passenger a mile is 
even more marked. 


Railways are protected 

With a view to maintaining this 
somewhat precarious position, the 
licensing provisions of the Road 
Traffic Act of 1930, in so far as they 
were applicable to long-distance 
motor-coach services, were designed 
—and have been interpreted by suc- 
cessive Ministers of Transport as 
having been designed—to “ afford 
some measure of protection ” to the 
railways; in this case not so much by 
controlling fares as by restricting the 
number of services to be provided. 


Although figures have not so far 
been published on the freight side, 
it is almost certain that a very 
similar set of circumstances exists 
there also. 





This somewhat complicated set of 
circumstances can hardly be de- 
fended on grounds of “co-ordina- 
tion” if by that we mean not only 
that each form of transport should 
carry the traffic for which it is tech- 
nically best suited, but also that the 
public should benefit fully from each 
form’s unique cost-reducing poten- 
tialities in the shape of lower fares 
and charges. On those services where 
railways costs are lowest, the public 
are encouraged to seek alternative 
and more costly means of transport. 
Where railway costs are high, rail- 
way charges in relation to costs are 
too low, thus retaining on the rail- 
ways traffics which are probably on 
a considerable scale better carried 
by road. All this follows from the 
supposed desirability of running cer- 
tain services at a loss and of the 
supposed “equity” of charging the 
same for services involving such 
marked differences in costs. 


. and should be freed 


If it were Government policy to 
excise this unfortunate and substan- 
tial distortion from our transport 
system what lines of action are re- 
quired? 

First, it would be necessary to re- 
lieve the railways of any legal or 
moral obligation to provide services 
“at a loss.”’ Secondly, since there will 
probably always be some routes or 
services which for strategic, political, 
or social reasons should be kept 
working at a loss, machinery should 
be set up by which the railways, or 
any other form of transport, could 
be fully compensated. Provision 
might well be made in the Bill for 
the setting up of such machinery. 


Charging on Cost 

The railways, being free from the 
onerous burden of providing certain 
services “at a loss,” could then settle 








28 ECONOMIC DIGEST 


down to the important tasks, first, of 
charging on cost—that is, passing 
on to the public those cost-reducing 
potentialities unique to railway 
transport—and, secondly, of extend- 
ing their services wherever and 
whenever there is sufficient public 
demand to justify such provision 
from a financial point of view. 


“ Skimming the Cream ” 
Somewhat similar to the issues 
raised by compelling one form of 
transport to provide some of its ser- 
vices at a loss, are those associated 
with the phrase “skimming the 
cream of the traffic.” To many this 
“ skimming the cream ” by the “ less 
responsible” operators is sufficient 
to rule out competition altogether as 
a solution to the problem of trans- 
port. It is argued that whenever a 


service is more profitable at certain 
times of day (or year) than at other 


times, then because uncontrolled pri- 
vate enterpise is interested only in 
the more profitable traffic (the 
cream) whereas public utilities and 
the “more responsible” operators 
are bound to carry the less profitable 
traffic (or to give regular services 
throughout the day or year), com- 
petition is necessarily unfair and 
must come under control. 


. - » Two Aspects 


There are, in fact, two sets of cir- 
cumstances involved which should 
be clearly distinguished from one an- 
other. 

The first is that in which some 
traffic, although less profitable than 
other traffic, nevertheless contributes 
some revenue towards the costs com- 
mon to them both. The second is 
that in which earnings at slack times 
are actually below cost, so that a 
definite loss is incurred. 

In the first instance the argument 
runs as follows. The publicly con- 


trolled undertaking carries traffic 
some of which is more profitable 
than the rest. The private operator, 
however, is alleged to be only in- 
terested in the more profitable traffic, 
which, because he neglects the less 
profitable traffic, he is able to filch 
from the public undertaking, which 
is thereby put at a financial disad- 
vantage. These circumstances are 
represented as constituting unfair 
competition, 


Contributing to Overheads 


What it is important to appreciate 
in this first instance is that so long as 
an undertaking is earning sufficient 
to cover the costs special to the less 
busy periods, which are normally 
much lower than what must be 
earned on the average, it is definitely 
to its advantage to earn something 
rather than nothing towards the 
“overheads” associated with running 
the service as a whole. Indeed, were 
the owner of an undertaking to re- 
frain from taking advantage of all 
the opportunities open to him, he 
would be putting himself at an 
actual disadvantage in relation to 
those of his competitors who chose 
to participate in all this “less profit- 
able” traffic. 

In view of this, why has it ever 
been assumed that private operators 
are any less willing than public 
operators to go into the off-peak or 
less busy periods or, in the case of 
freight, to carry the “less profitable” 
traffic? So long as they do not pro- 
vide services beyond the point of 
covering costs special to the off-peak, 
it is to the interests of both public 
and private operators that they 
should do so. In so far as it relieves 
those using the services at the busier 
and more profitable periods of some 
part of the overheads related to the 
service as a whole, it is in their in- 
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terests too. There is not necessarily 
any question of subsidy here. The 
interests of those who use the ser- 
vices at the busy and slack periods 
appear to be mutual. 

The second instance is when the 
publicly controlled undertaking not 
only carries the less profitable traffic 
but is in addition obliged by law, or 
takes upon itself the duty (in the al- 
leged public interest), to carry traffic 
at a loss in the sense that some ser- 
vices or traffics do not even cover 
the often very low costs incurred in 
connection therewith. 


Loss by Statute 

The issue at stake is whether it is 
generally desirable that transport 
undertakings, whether publicly or 
privately owned, should be asked 
knowingly and deliberately to pro- 
vide services in off-peak hours (or to 
carry traffics) at a definite loss, 
thereby establishing the need for 
“taking it out” of others (in this case 
the already harassed traveller at the 
peak), and again establishing an irre- 
sistible case for protection. Is it wise 
public policy to subsidize the off- 
peak traveller, by giving him more 
than he is prepared to pay for, at the 
expense of those who travel to their 
work during the peak period? Only 
if it were wise to do this would it be 
necessary or reasonable to protect 
transport undertakings upon whom 
the obligation to provide such a sub- 
sidy had been imposed. 


“ Wasteful Duplication ” 

Another sincere and deep-rooted 
conviction of those who oppose the 
idea that each form of transport 
should be permitted to pursue its 
way independently of the other, is 
that this inevitably leads to the 
“wasteful duplication and overlap- 
ping” of services. This view largely 
derives from a failure to distinguish 
between short and long-run eventu- 


alities. 

When a newer and more preferred 
form of transport is introduced, there 
may be a period of transition in 
which there is insufficient demand 
to justify the continued operation of 
both the new and the old services 
together, and, in which the older is 
being run “at a loss.” In so far as 
this dual provision is allowed to per- 
sist it may well be termed “waste- 
ful.” But the practical action re- 
quired of such a situation is surely 
not to protect the less prefered form 
of transport by preventing the fullest 
possible development of the new, but 
rather to hasten and encourage the 
withdrawal of the old. 


Plan for Action 

First, the railways should be re- 
lieved of any major obligation to run 
services at a loss. 

Secondly, machinery should be set 
up whereby if any Government De- 
partment wanted non-paying services 
to be provided for strategic or other 
reasons, the railways (or any branch 
of transport for that matter) could 
be adequately reimbursed. 

Thirdly, the railways, if they de- 
sired to lower their charges along 
particular routes because of competi- 
tion, or so as to encourage traffic 
where their costs are known to be 
low, should no longer be obliged to 
“generalize” those lowered charges 
over the whole system or to apply 
them elsewhere. 

Fourthly, the “reasonableness” of 
any charge should in future be con- 
ceived rather in terms of cost and 
relative profitability than in terms of 
the supposed equity of charging the 
same for equal distances notwith- 
standing widely different costs and 
rates of profit. 


* 


(For further reading: “ Co-ordination of 
Transport in Switzerland” (Ref. 211). 











Verdicts of the London and Cambridge 
Economic Service 





(1) U.K. ECONOMIC POSITION 


The Balance of Payments.—Ac- 
tion needs to be considered under 
two heads. 


(i) The United Kingdom must 
play a thoroughly constructive role 
in concerted measures to facilitate 
the achievement of a better balance 
in the payments between all main 
areas and countries (including the 
United States). 


(ii) This country must create con- 
ditions in which the engineering and 
allied industries can expand. 

% 


Credit Policy.—The need to main- 
tain a strict budgetary and credit 
policy remains, with the necessary 
concomitant of tight conditions both 
in the home market for goods and on 
the Stock Exchange. The progressive 
expansion of subsidized house-build- 
ing stands out as a major aggravant 
of the problem. 

* 

Mobility of Labour.—It is discon- 
certing to find that both output and 
employment in the engineering and 
allied industries are expanding so 
very slowly. The fact that a fall in 
demand for one sector can produce 
an effective transfer of resources is 
shown by the net reduction of nearly 
200,000 (12 per cent.) in the labour 
force attached to the textile and 
clothing industries between June, 
1951, and September, 1952. 


The British Cotton Industry.— 
The Government can best help the 
industry by bringing every possible 
pressure to bear against monopolistic 
or discriminatory practices by raw 
cotton suppliers (as, for example, the 
recent Egyptian attempt to obtain 
monopoly prices), and by avoiding 
so fas as is possible, sudden and arbi- 
trary restrictions by importing coun- 
tries. 

This implies, of course, a willing- 
ness to adopt a similarly liberal atti- 
tude at home (e.g. in relation to sug- 
gestions for further protection of the 
industry), and an ability to prevent 
at home the use of the type of im- 
port control we wish to avoid abroad. 
At the same time, a minimum of 
obstacles should be created by in- 
ternal policy. This is particularly 
relevant in buying and selling. 

The buying facilities now provided 
by the Raw Cotton Commission are 
possibly as well adapted to the in- 
dustry’s needs as currency scarcities 
and monopolistic selling arrange- 
ments abroad permit. In selling, the 
movement away from kinds of inter- 
vention on the home market which 
make adequate adjustment to export 
needs less easy, should help and 
should be contained. 


The maintenance of an export in- 
dustry of any importance must de- 
pend upon the willingness and ability 


From London and Cambridge Economic Service, Bulletin No. 4 in 
The Times Review of Industry, December, 1952 
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of individual firms to cope with and 
take advantage of short-term 
changes in the world competitive 
situation. For the Government the 
need is to create an environment 
conducive to such behaviour, con- 
fining specific intervention to prob- 
lems arising out of local immobility 
and undue local dependence on cot- 
ton textile manufacture. 


There is more hope in the active 
pursuit of such policies as these than 
in attempts to control world com- 
petition by agreement or to secure 
preference in particular markets— 
attempts as likely to destroy what is 
left of the export trade as to foster it. 


* 


Productivity.—Production levelled 
off in 1951, but it was not until the 
second quarter of 1952 that there 
was a substantial fall. However the 
fall was then severe. 


It appears that the fall in produc- 
tion had its counterpart in a reduc- 
tion in time worked, so that produc- 
tivity per man-hour was not greatly 
affected. 

The industries showing increases 
are, with the exception of food, those 
connected with the production of 
capital goods and munitions, while 
the large falls are shown by the in- 
dustries producing consumer goods 
for the home market and export. 


* 


U.K. Trade Pattern.—Recent de- 
velopments in trade between the 
United Kingdom and the rest of the 
sterling area conform broadly to the 
strategy laid down at the beginning 
of the year, in so far as United King- 
dom exports to the sterling area have 
been substantially reduced while 
United Kingdom imports of many 
commodities have been increased so 


as partially to offset reductions in 
her purchases from _ non-sterling 
countries. 


This shift to sterling sources was 
concentrated on the food, drink, and 
tobacco and the raw material classes. 


* 


Unemployment remains at a very 
low level (under 2 per cent.), and the 
number of hours of overtime worked 
continues to exceed the number lost 


-_ 


Revenue.—If the level of Supply 
Expenditure since June can be taken 
as an indication of what to expect 
during the remainder of the year, it 
looks as if the excess over estimate 
of expenditure for the year will be a 
good deal smaller than appeared 
likely at the end of June. On the 
other hand, the acceleration of the 
decline in Revenue seems to threaten 
a substantial short-fall on estimate, 
and the surplus looks likely to be a 
good deal smaller than the £430m. 
envisaged in the estimates. Fortun- 
ately the items of revenue in which 
the chief declines have occurred are 
mainly those with the least eco- 
nomic significance. 


” 


Wages.—Very nearly all the in- 
dustries included in the Bulletin in- 
dex obtained one increment, or in 
some cases two, in the period June, 
1951, to October, 1952, during which 
the index of retail prices rose about 
10 per,cent. The average of wage 
rates increased in very nearly the 
same proportion, but cotton and 
wool workers have fared worse and 
others, especially agriculture, better. 
Cotton operatives have now asked 
for a general increase of 10 per cent. 
on earnings. 


(Continued on next page) 
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Verdicts of the London and Cambridge Economic Service, continued 


(2) COMMODITY SURVEY 


General Trend.—The decline of 
commodity prices has continued 
through most of 1952. The spreading 
out of rearmament programmes over 
a longer time, and the weakness of 
markets for certain consumer goods, 
have lessened much of the urgency 
of demand. 


For many commodities the price 
decline could go a long way further, 
and still leave primary producers 
much better off than they were in the 
1930s. 


For some commodities, notably 
the metals and sulphur, a larger 
supply is the predictable result of the 
expansions of capacity decided on 
when the Korean war began. 


There is as yet no evidence in the 
agricultural field of a systematic 
tendency for recent high prices to 
lead to large increases in output; 
equally, there is no evidence that the 
expected falls in production, e.g., of 
cotton, are sufficient to transform the 
price outlook. 

i. 


Cotton.—Cotton production, after 
rising to 31 million bales in the year 
(August) 1949-50, fell to less than 28 
million bales in 1950-51; this was 
due to the success of the United 
States restriction policy, United 
States production falling from 16 
million bales in 1949-50 to 10 mil- 
lion the following year. In 1951-52 it 
rose again to 15 million bales; and 
production in most parts of the 
world expanded (stimulated by the 
Korean boom) to reach a world total 
of 35 million bales. Consumption fell 
as a result of the world-wide reces- 
sion in textiles, so that over the year 
to August 1, 1952, stocks rose by 


some 3 million bales to the (still 
quite moderate) total of 14 million. 
However, these world figures include 
the rising production of China and 
the U.S.S.R. which has, so far, had 
little effect on markets elsewhere. 


* 


Wool.—The wool clip has for five 
years been rising slowly but steadily. 





WORLD WOOL PRODUCTION 
IN MILLIONS OF BALES 
1952- 
195I- 53 
52 (forecast) 


1949- 1950- 
— 50 51 
World production : 
greasy 
clean equivalent 
Of which 
apparel—merino 707 731 713-710 
apparel — crossbred 1,098 1,134 1,155 1,190 
other (carpet, &c.) 304 412 420 425 
Source: Commonwealth Economic Committee 


3,835 
2,199 


3,925 
2,277 


3,936 4,000 
2,288 2,325 





* 

Hard Fibres.—The production of 
hard fibres has continued its rise in 
1952; the total for sisal, abaca and 
henequen was 525,000 tons in 1950, 
585,000 in 1951, and an estimated 
610,000 in 1952. 

3 


Sugar.—Messrs. Czarnikow’s first 
estimates of the current world sugar 
crop are shown below, with the three 
previous years for comparison : — 


WORLD SUGAR PRODUCTION IN 
MILLIONS OF TONS 
Beet Cane 
10.4 20.8 
13.3 21.9 
12.9 24.2 


23.0 





Total 
31.2 
35.2 
37.1 


35.9 


1949-50 ... 
1950-S1_ ... 
1951-52 ... 
1952-53 


(forecast) 12.9 


-_ 


Coffee.— The world exportable 
production amounted to: 29,300,000 
bags in 1949-50, 30,100,000 in 1950- 
51, and 29,300,000 in 1951-52. The 
1952-53 total might be as high as 32 
million bags. 
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Cocoa.— World production in 
1951-52 is now estimated to have 
been 662,000 tons; it was reduced in 
all the major producing countries by 
bad weather or disease. 


Wheat.—The early forecasts of 
wheat production suggest a bumper 
crop: 

PRODUCTION OF WHEAT IN 

MILLIONS OF BUSHELS 


1945-49 average 5,830 
1950-51 6,320 
1951-52 ss “a 6,485 
1952-53 (forecast) ... 7,150 


Source: U.S. Department of Agriculture. 


As compared with last year, the 
principal expected changes are in 
North and South America. In 
Canada, higher yields seem likely to 
give a crop of 675 million bushels, 
122 million more than the year be- 


fore, and 110 million above the pre- 
vious record harvest of 1928. This 
crop will be considerably more than 
twice the 1935-39 average; the pro- 
vince of Saskatchewan alone will be 
producing more wheat than the 
whole of Canada on the average of 
1945-49. In the United States higher 
acreage and higher yields have com- 
bined to produce a near-record har- 
vest of 1,300 million bushels, 300 
million more than the rather small 
crop of a year ago. 

* 


Rubber.—World production was 
falling in the first half of 1952, but 
since seems to have steadied. Within 
this total the fall in Malayan output, 
which had continued since 1948, ap- 
pears to have come to an end. The 
rise in Indonesian output which had 
almost doubled since 1949, seems 
also to have come to an end. 


Contributors: R. A. Adams, A. L. Bowley, C. F. Carter, A. C. L. Day, 
F. W. Paish, J. Wiseman 





BRAZIL PLANS RETURN TO BARTER TRADE 


The Export-Import Department of the Bank of Brazil is considering 
a return to barter trade, the department's new director, Sr. Coriolano de 
Gois has said. Such trade would be with controlled premiums and Brazil's 
overpriced products would be exchanged for consumer goods only. 


From Monthly Newsletter, British & Latin American Chamber of Com- 
merce, Inc., November, 1952 


* 


- AND TO BUILD KRUPP LOCOMOTIVES 


The Industrial Development Commission of Brazil has approved a 
project drawn up by a German concern, Friedrich Krupp A.G., for the 
establishment of a locomotive factory in the State of SAo Paulo. This scheme 
would require the investment of Cr$100m. and the company would enjoy 
certain exemptions from import duties, as well as facilities for bringing 
in the necessary number of technicians. 


From Fortnightly Review, Bank of London & South America Ltd., 
November 15, 1952 








Benelux Pains are Growing Pains 


by A. DE BAERDEMAEKER 
COUNSELLOR AT THE BELGIAN MINISTRY OF ECONOMIC AFFAIRS 


This encouraging report on the progress of Benelux discusses some 

of the teething troubles encountered since its birth in 1944, and how 

they are being overcome.—it is of particular interest in that it 

illustrates the practical difficulties likely to face the larger economic 
Unions now contemplated in Western Europe. 


THE agreement of September 5, 
1944, called “convention douani¢re” 
is not an “ economic union.” It has 
a rather restrictive meaning, for it 
implies only the adoption of identi- 
cal import duties and customs regu- 
lations applicable to all non-mem- 
ber countries and the raising of all 
barriers inside the three territories. 
This agreement is only a first step, 
though an important one, towards 
an economic union. To achieve an 
“economic” union, co-ordinated 
economic, financial and social poli- 
cies, and complete freedom of move- 
ment for goods, capital and people 
are required. The original agreement 
is thus far removed from such a 
goal. But at that stage already an 
economic union was laid down as 
the final target. 


Two Dates 

Two important dates stand out 
during the post-war period : — 

On January 1, 1948, the first part 
of the customs agreement came into 
force; the same import duties and 
customs regulations were applied to 
all non-member countries. 

The other date which must be re- 
membered is October 15, 1949. On 
that day the second half of our cus- 
toms agreement became operative, 
and internal import duties were 
abolished. This has been called the 


, 


“ Pre-union,” and was implemented 
for the bulk of industrial products. 
All industrial products can now be 
exchanged without any import duties 
between the three countries. 

Belgian Agriculture 

Agriculture in Belgium has always 
occupied a special position in vz 
economy. Trade and industry gen- 
erally welocme international compe- 
tition, but agriculture is in favour of 
a more conservative policy. The 
reason for this attitude is, firstly, that 
the bulk of Belgian agricultural pro- 
ducts is consumed on the home mar- 
ket so that there is no need for an 
export policy. Secondly, the cost of 
production does not seem always to 
be competitive with Dutch prices. It 
has thus been necessary to adopt 
temporary measures so as to give 
Belgian farmers a chance of improv- 
ing their productivity. 

An important loop-hole has there- 
fore been made in the “customs 
union” by adopting special 
measures for agricultural products. 
Belgium is authorised to fix the im- 
port prices of the main agricultural 
products imported from Holland: 
butter, vegetables, fruit and meat. 
These import prices are fixed after 
joint consultation, in relation to the 
cost of Belgian products. If the 
Dutch products are sold in the 


From a Paper on “ The Problem of Benelux”, read at the Belgian Institute, London, 
November 14, 1952 
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Netherlands at lower prices than 
those current in Belgium, a special 
tax is levied by the Dutch Govern- 
ment on their exports to Belgium so 
as to raise the export price of Dutch 
products to the price level of Belgian 
products. 


Drawback of Fixed Prices 


The drawback of this system is 
that it keeps the price level of Bel- 
gian consumer goods higher than 
that of the Netherlands. But on the 
other hand it obviates all forms of 
quantitative controls. So government 
intervention is limited to prices and 
no longer prevents movement of pro- 
ducts at an authorised price. 

This system is exceedingly in- 
volved, and the remarkable thing 
about it is that it works to mutual 
satisfaction. 

Now, after five years, practically 
all industrial goods may be ex- 
changed without limitation and there 
are no quantitative controls for agri- 
cultural products, only temporary 
price restrictions. As from April, 
1950, 95 per cent of the home trade 
has been completely liberated. 

Benelux is not merely possible, 
Benelux is a fact. Having said this 
let us consider the main difficulties 
still in the way to complete union. 


Difficulties of Integration 


Integration of economies like 
those of Belgium and Luxemburg— 
where one of the partners is rela- 
tively much larger than the other— 
is an easy task. In that case all 
difficulties encountered by the smal- 
ler partner can be overcome by a 
slightly larger contribution from the 
other and quite often the new credits 
given by the larger partner would 
not be noticed by him. But when 
the partners are of about equal im- 
portance, one needs real sacrifices 


from both. 
tioned : — 


Firstly, differences in taxation: 
Belgium having less direct taxes and 
more indirect taxes than the Nether- 
lands. 

Secondly, differences in investment 
and monetary policies, with the nor- 
mal result on the balance of pay- 
ment equilibrium. The Belgian 
government since the war have fol- 
lowed a more restrictive credit 
policy, which has made it possible 
for them to free prices and wages 
and relax all quantitativev controls. 

Finally, differences in wages and 
rices: here also both countries fol- 
ow different policies, the wages 
in Belgium being at liberty to find 
their natural equilibrium. This made 
a certain redistribution of our na- 
tional income possible without capi- 
tal levy and even without altering 
the fiscal charges very much. But 
it also created an important diver- 
gence between the levels of Belgian 
and Dutch prices. 


A few may be men- 


Dutch Balance of Payments 


Two main _ difficulties nearly 
ruined the entire Benelux experi- 
ment : — 

Firstly, the Dutch balance of pay- 
ments difficulty resulting from war 
and post-war conditions. From 
1946 to July, 1950 (the date on 
which E.P.U. was initiated) the 
Dutch deficit was approximately 
£100 million. 

From July, 1950, E.P.U. took over 
the financing of this deficit. At the 
beginning of this year changes in 
internal economic policy in the 


Netherlands on the one hand, and 
the effects of post-war investment 
policy on the other resulted in the 
Netherlands 
nation. 

The second main difficulty is the 


becoming a creditor 
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important difference in the levels of 
production costs between our three 
countries. The main difference 
arises from wages. There has al- 
ways been a difference in wages 
since the end of the war. This 
difference has become more pro- 
nounced during the last two years, 
especially after the modification of 
the exchange rates in 1950. Wages 
are now between 40 and 60 per cent 
higher in Belgium than in the 
Netherlands. This difference is even 
greater in certain branches of indus- 
try and for certain categories of 
qualified workers. Such 2 tremen- 
dous difference in one of the main 
determinants of production costs 
must necessarily create concern 


among Belgian producers. 


Factor Costs 


The other factors of production 
which are more expensive in Bel- 
gium are raw _ materials, fiscal 
charges, transport costs and the rate 
of interest. 


When one considers all these 
differences in the economies of the 
countries concerned, one is surprised 
to discover that only a few branches 
of Belgian industry feel the compe- 
tition of Dutch production. How- 
ever this is understandable for the 
following reasons : — 


Firstly, during the last three years, 
the general trend of current business 
has been favourable. 


Secondly, the Netherlands, until 
these last few months, needed large 
quantities of investment and con- 
sumer goods and raw materials. 


The fact that there was a buyer’s 
market inside Benelux and in the 
world, made it possible for Belgians 
to sell as easily on the Dutch mar- 
ket as on other markets in Europe 
and even in the dollar area, not- 


withstanding their high level of 
prices. 

This favourable trend changed in 
the course of this year for certain 
classes of goods, such as textiles and 
leather. Since this year Dutch pro- 
ducers have had greater difficulty in 
selling their products on the world 
markets, and the Belgian market 
offered them great opportunities. 
Their cost of production was con- 
siderably lower; they had no import 
duties, small transport charges and 
the Belgian economy was enjoyiig 
a high degree of activity. 

The result was that, in those sec- 
tors where Dutch producers had ex- 
port surpluses, our own producers 
suffered considerably. 


The claims put forward by the 
Belgian delegates at Benelux nego- 
tiations differ from one sector to an- 
other. In certain cases they only ask 
for information on the cost of pro- 
duction so as to discover the main 
causes of the disparity in prices. 
Belgian producers declared that if 
it were proved that the disparity was 
due to inferior productivity they 
would not ask for any trade restric- 
tions. If, however, it could be 
proved that the difference in prices 
was due to an abnormal difference 
in the levels of wages, they would 
request Dutch employers to limit 
their exports to Belgium on a volun- 
tary basis. 


Sharing the Burden 


In other cases it was proposed to 
fix a common price mintmum which 
would be applied in Belgium and 
Luxemburg by producers of the 
three countries and would be near 
the Belgian cost of production. 

We do not know yet what the 


final position of Dutch producers 
will be, but we are entitled to be 
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optimistic. The producers, Dutch 
as well as Belgian, know what Bene- 
lux means for the future of our three 
countries and they would not com- 
promise the final result for merely 
temporary, advantages. 

It seems that the exchange of cer- 
tain categories of products between 
the three countries may now be limi- 
ted during a given period. This will 
give a chance to the branches of in- 
dustry whose products are no longer 
competitive on the enlarged home 
market, to improve their produc- 
tivity or even to modify their pro- 
duction if necessary. 

This is exactly the stage we have 
now reached, and the next minis- 
terial conference will have to deal 
with this important question of prin- 
ciple. 


Causes for Optimism 


We may feel optimistic about the 
achievement of full economic union, 
for three reasons : — 


Firstly, the recovery of the Nether- 
lands during these last two years 
has put that country in a position 
similar to Belgium’s: the Nether- 
lands have an important surplus in 
E.P.U., as _ Belgium had in_ the 
course of 1951; and so their policy 
vis-a-vis the other European coun- 
tries and the dollar area will neces- 
sarily take the same line. Certain 
experts believe that even now we 
should be in a position to make the 
Belgian franc and the Dutch gulden 
convertible for a certain section of 
our international trade. 

If our international trade policies 
were identical for dollar imports— 
and we are not far from that stage— 
we could make our currencies con- 
vertible for dollar transactions. By 


this I refer to a limited convertibility 
only between the Belgian and Lux- 
emburg franc and the Dutch gulden. 
Convertibility for dollar transactions, 
however, is the most difficult case, 
and it might be easier to begin this 
partial convertibility in our relations 
with other countries, such as third 
countries other than dollar or E.P.U. 
countries. This would be an experi- 
ment of limited scope, but might be 
worth trying. 


Increasing Productivity 


The second reason is based on the 
theory of comparative costs, which 
shows that commercial relations are 
not only possible between two coun- 
tries having different costs of pro- 
duction but are also profitable to 
both. To implement this principle 
it will be necessary to diversify the 
production of the three countries. So 
the present differences, although im- 
portant, must not be considered an 
insuperable barrier to the conclusion 
of an economic union. 


Thirdly, the creation of a larger 
home market by integrating three 
economies must necessarily result in 
building larger production units. 
This obviously stresses the import- 
ance of increasing the level of in- 
vestments for the three member 
countries. If these structural 
changes in our economies are neces- 
sary in any case, it will be easier to 
compensate the high level of wages 
prevailing in Belgium by an increase 
in productivity. This has been the 
Belgian policy since the war and it 
seems to have given excellent re- 
sults: for it is undeniable that in- 
creases in real wages have been 
largely compensated by an increase 
in productivity. 














Hard Facts from Russia 


Some interesting absolute figures—in addition to the more usual percentages 
—are contained in this Report to the recently-held Party Congress 


by G. MALENKOV 


Capital Investment. In 1946-51 
alone, out of total capital invest- 
ments in the national economy 
amounting to about 500,000 million 
rubles, over 320,000 million rubles 
were invested in industry. About 
7,000 large industrial enterprises 
were restored or newly built and 
commissioned in the U.S.S.R. in this 
period. By 1952 the basic produc- 
ing facilities of industry had in- 
creased 77 per cent compared with 
1940. 


Collective Farms. At the present 
time we have 97,000 amalgamated 
collective farms instead of the 
254,000 small collective farms in 
existence on January 1, 1950. 


Livestock. From July, 1945, to 
July, 1952, the total number of cattle 
in the U.SS.R. increased by 
13,400,000; sheep by 41,800,000, 
pigs by 21,200,000, and horses by 
5,600,000. 


Losses through Waste. There is 
considerable waste and unproduc- 
tive expenditure that goes on in in- 
dustry. In 1951, waste and unpro- 
ductive expenditure in the enter- 
prises under the jurisdiction of the 
various Union Ministries amounted 
to 4,900 million rubles, of which 
3,000 million rubles was due to re- 
jects. 

In 1951, overhead expenditure in 
excess of established norms amoun- 
ted in the building industry to more 
than 1,000 million rubles, and in- 
stead of a profit of 2,900 rubles, as 


provided by the plan, the building 
organisations have this year incurred 
a loss of 2,500 million rubles. The 
absence of proper order and 
economy in the organisation of pur- 
chases, supplies and sales involves 
the State in losses amounting to 
several thousand million rubles. 


Incentives. The Party and the 
government widely employ the sys- 
tem of awarding prizes and honours 
for achievements in all branches of 
the national economy and culture. 
In the period since the termination 
of the Patriotic War, Orders and 
Medals have been awarded to 
1,346,000 workers, and appreciation 
of the outstanding inventive activi- 
ties of 6,480 men and women has 
been shown by the award of the 
lofty title of Hero of Socialist 
Labour. 


Welfare. In 1940, all benefits re- 
ceived by the working people of 
town and country added up to 
40,800 million rubles, and to 
125,000 million rubles in 1951. 


Building. In the post-war years 
alone, the new homes built in towns 
and factory settlements total 155 
million square metres of floor space, 
and over 3,800,000 houses have been 
built in rural areas. But there is 
still an acute housing shortage every- 
where. 


Population. During the past three 
years the net increase in population 
amounted to 9,500,000. 


From the Report to the Nineteenth Party Congress on the Work of the Central 
Committee of the C.P.S.U.(B.), published by the Foreign Languages Publishing House, 
Moscow, 1952 
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IN THE U.S.S.R. 


Percentage increase 


in 1952 over 1940 Production 
Pig Iron 25 million tons 70 
Steel A 35 million tons 90 
Rolled Metals 27 million tons 50+ 
Coal ” 300 million tons 80+ 
Oil ay 47 million tons 50 + 
Electricity ... 117,00 million kw-h 140 
Cotton Cloth 5,000 million metres 30 
Woollen Cloth 190 million metres 60 
Silk Fabrics 218 million metres 180 
Leather Footwear 250 million pair 20 
Rubber Footwear 125 million pair 80 
Sugar ie ee ? 3,300,000 tons 50 
Butter (Factory-made only) 380,000 tons 70 
Growth of Industrial Output in the U.S.S.R. 
and the Capitalist countries, 1929-1951 
(in percentages of 1929) 
1939 1947 1949 1951 

U.S.S.R. 552 571 870 1,266 

U.S.A. 99 170 160 200 

Britain 123 121 144 160 

France 80 74 92 104 

Italy 108 93 103 134 
Education. At the present time, sons with university or technical 


57 million people, nearly 8 million 
more than in 1940, are studying. In 
1952 alone the higher educational 
establishments graduated 221,000 
young specialists for various 
branches of our national economy, 
and admitted 375,000 new students. 
We now have about 5,500,000 per- 


school training—120 per cent more 
than before the war. 


Supervision. Experience shows 
that even a good worker, if left to 
his own devices, and if his activities 
are not controlled and verified, be- 
gins to deteriorate and becomes a 
bureaucrat. 





Disinflation in Israel—continued from page 40 


resort to the use of the printing 
press, which quickly leads to high in- 
flationary pressure. Israel already 
learnt this lesson the hard way dur- 
ing 1950/51 and the Government is 
firmly resolved not to repeat the ex- 
periment. 


(2) For the Government to sit 
back and tolerate growing unem- 
ployment, relying on the fact that 
some sections of the population will 
be able to pull through on part-time 


work alone. 


(3) For the Government to press 
for a reduction in the wage level. 
Such a step would be rather logical 
as it would enable the Government 
and local authorities to extend their 
public works programmes. There is 
still no indication in which direction 
things will move, but it is certain 
that with the ending of the citrus 
season next April the problem will 
become acute. 














Disinflation 
in Israel 


THE money shortage has been one of 
the main factors responsible for the 
deflationary trends now becoming 
more and more discernible in the 
State of Israel. 

The cost-of-living and wholesale 
price indices are still rising slightly, 
but the rate of increase has slowed 
down. 

Other constituting factors in the 
price level have fallen. Profits, in- 
come of the free professions, prices 
of land and houses—all these have 
dropped considerably. The quota- 
tions on the securities market reflect 
similar tendencies. 

One result of the money scarcity 
has been the large-scale revival of 
the bill of exchange. The upward 
movement of the quotations of the 
Israel Pound on the free foreign cur- 
rency markets also goes to illustrate 
the deflationary trends. 


Beginning of Deflation 

The ground for deflation was al- 
ready being prepared in 1951. The 
halting of deficit financing by the 
Government and the introduction of 
qualitative and quantitative credit 
controls had already resulted in al- 
most stabilising the money supply as 
from the last quarter of 1951. Prices, 
on the other hand, soared after the 
introduction of the multiple ex- 
change rates in February 1952, a 
process which was accelerated by the 
escalator clause in wage contracts. 
In spite of these price rises the 
money supply increased only slight- 
ly, for, rather than start deficit 


financing again, the Government de- 
cided to levy a Compulsory Loan to 
overcome its financial difficulties. At 
the same time the banks were pre- 
vented from meeting the increased 
credit demand by existing credit con- 
trols and by the limiting factor of 
their own liquidity. As a result of 
this complexity of factors money has 
become extremely scarce. 


While real wages went up during 
1950 and 1951, they would appear 
to have fallen during 1952. As a 
consequence, the inflated level of 
profits declined considerably. All 
this has resulted in a general reduc- 
tion in private consumption and in- 
vestment, especially in building ac- 
tivity. This decrease was not com- 
pensated by an increase in Govern- 
ment expenditure. As a result, both 
private and Government consump- 
tion and investment are decreasing 
while unemployment is rising. 


The mounting unemployment has 
not led to social unrest. One of the 
reasons, perhaps, is that unemploy- 
ment is heaviest among the unskilled 
new immigrants. A_ considerable 
number of these people originate 
from Near Eastern and North 
African countries and are accus- 
tomed to a low standard of living so 
that, if need be, they can make a 
living from part-time work alone. 
Prospects of a fundamental change 
are not bright. Consumption and in- 
vestment and, in consequence, em- 
ployment are, to a large extent de- 
pendent on the amounts of foreign 
currency available. This leaves the 
Government with only three possible 
alternative courses. (1) Once again to 





Continued on page 39 


From Review of Economic Conditions in Israel, No. 1, November 1, 1952, 
published by Bank Leumi Le-Israel, B.M. 
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Trend of Textile Wages 


The recent publication of the 1.L.0. Report on Textile Wages 
comes at a time when attention is focussed on the growth of com- 


petition in the world textile market. 


This article discusses some 


of the implications of the Report's findings, as well as the statistical 
difficulties faced in the course of its compilation. 


Tue textile industry is a “labour 
intensive ” industry. Apart from the 
cost of raw material, wages consti- 
tute a substantial proportion of the 
total production cost. It is clear, 
therefore, that differences in this 
important item of cost will generally 
influence the competitive position of 
different national textile industries. 
This is a broad generalisation. What 
are the conditions when this state- 
ment will be true? What are the 
factors which influence total cost 
per unit? How to measure wage 
differences? What is the relation- 
ship between wages and produc- 
tivity? 


Statistical Difficulties 

An attempt to answer these ques- 
tions has been made in a thought- 
provoking report, recently issued by 
the International Labour Office*. In 
view of the complexity of the prob- 
lem, the I.L.O. has made a cautious 
approach and its findings are hedged 
by numerous qualifications. To be- 
gin with, there is a general complaint 
about lack of statistical material on 
this problem. An international com- 
parison of wages is rendered difficult 
owing to the wide differences in the 
methodology of the national wage 
Statistics and the arbitrariness 
involved in fixing exchange rates for 
the conversion of wage rates into a 
uniform currency. After making 
necessary adjustments, average 


hourly earnings in the textile indus- 
try in various countries have been 
computed in Table A which appears 
at the end of the article. 

It will be noticed that there is a 
wide range of differences in wages 
between countries. Generally speak- 
ing, the wage trend since the war has 
not changed fundamentally. Com- 
pared with the earnings of all indus- 
tries, it has been found that average 
wages in the textile industry are at a 
low level. There has, however, been 
a general tendency for average tex- 
tile wages to increase more rapidly 
than the wages of the industry as a 
whole during the post-war period. 

Money wages alone, however, do 
not reveal the true picture. Textile 
workers in some countries, notably 
Japan, receive many payments in 
kind or receive social benefits and 
they should be reckoned in calculat- 
ing the labour cost. Money is used 
by the workers to meet their require- 
ments and an international compari- 
son will be incomplete if acount is 
not taken of the international differ- 
ences in costs of living. But this is 
not an easy task because of wide 
variations in the content of real 
wages of workers in different coun- 
tries and the absence of a common 
international basis for measurement 
of real wages. The method of 
“group food baskets”, adopted in 
the report, is not free from defects 
and, therefore, it will be very risky 


From The Eastern Economist, November 14, 1952 
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to make generalisations. In view of 
the conceptual and statistical limita- 
tions, the report has generally con- 
firmed the popular observation that 
the relative differences in real wages 
of textile workers among various 
countries under comparison seem to 
correspond roughly to what would 
be expected from the relative differ- 
ences in real national product per 
man-hour among these countries. 


Rise in Real Wages 


Some data regarding the move- 
ment of real wages of textile workers 
in different countries is available. 
This data has been analysed in Table 
B at the end of the article. It will be 
seen that in the majority of coun- 
tries the real wages of textile workers 
were higher in the post-war period 
than before the war. It also indi- 
cates a tendency for the widening up 
of international differences inasmuch 
as real wages have risen in high- 
wage countries and have fallen in 
the low-wage countries in the post- 
war period. 


Productivities Compared 


In order to complete the picture, 
an attempt has been made to take 
into account the international differ- 
ences in productivity. Here, how- 
ever, there is statistical darkness 
because figures relating to produc- 
tivity in different countries are not 
available. Generally speaking high 
wages are accompanied by high pro- 
ductivity; but differences in wages 
are not in direct relation with differ- 
ences in labour productivity. Even 
if data on productivity were avail- 
able, it will not be sufficient to ascer- 
tain the competitive position of 


* “Textile Wages"—-An International. 
Study—1.L.O., Geneva, 1952. 








different national textile industries. 
Besides labour, there are other cost 
elements like cost of raw material, 
overhead cost and cost of fuel and 
power. This will involve an inter- 
national comparison of the cost 
structure of the textile industry for 
which adequate information is not 
available. 


To say this, however, is not to 
under-estimate the importance of 
labour costs. It has been found that 
textile firms in advanced industrial 
countries are in a better position 
with regard to “external economies” 
than those in the less developed 
countries. Some of the important 
benefits enjoyed by them are the 
supply of skilled labour, cheap fuel, 
transport «and credit. The case of 
Japan is an exception which has 
combined external economies with 
cheap labour mainly owing to the 
higher percentage of girls employed 
in the textile industry. Notwithstand- 
ing the advantages enjoyed by the 
industrially advanced countries, the 
less developed countries can draw 
some consolation from the LL.O. 
Textiles Committees’ recommenda- 
tion “that owing in particular to the 
existence in many of the less 
developed countries of large num- 
bers of under-employed workers 
who would be willing to accept rela- 
tively low wages, increasing produc- 
tivity in the textile industries of these 
countries may lead to lower costs 
and prices even if social standards 
in the industry are steadily raised; 
and that, as a result, the balance of 
competitive advantage in many sec- 
tions of the textile industry may 
move increasingly in favour of the 
less developed countries.” 


Tables on opposite page. 





Lessons from 


Unemployment in 
Lancashire 


Post-war full employment in 
Britain has meant that welfare-state 
provisions have remained largely in 
the realm of theory. The depression 
in the cotton industry has, however, 
provided an opportunity to study 
these provisions in action, and P.E.P. 
has made a survey and published a 
useful report. Two extracts follow. 


For further reading: “ ers of the 
Recession” (Ref. 22 
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PORTRAIT OF LANCASHIRE 


In 1951 the textile group of indus- 
tries was the largest in Lancashire, 
employing over 360,000 workers, 
about one-sixth of the employed 
population of the county. The indus- 
try is concentrated in certain areas. 
The “ Spinning Area” extends from 
Preston and surrounding districts 
near the west coast, through Chorley, 
Bolton, Bury and Oldham to Roch- 
dale, and lies across the centre of the 
county. Nearly half of the Lan- 
cashire textile workers are employed 
here, over 34 per cent of the em- 
ployed population in the area. The 
“Weaving Area,” in the north-east 





Trends of Textile Wages—continued from opposite page 


TABLE A 
HOURLY EARNINGS IN US. CENTS 
1938 1947 1948 1949 
Pea. CE. A coh AL Gh Am Ge 
United States ... 46* 40 104 98 116 109 119 110 
Canada ... a) 31 66 69 75 78 67(61) 85(77) 
Sweden ... ae 21 49 51 54 56 5$7(39) 5941) 
Australia 22 20 34 38 42 46 51(35) 53(37) 
United Kingdom 20 19 38 39 43 43 46(32) 47(33) 
France ... 17 11 34 25 30 22 26(20) 27(20) 
Italy 8.4 y fe 18 17 27 25 27(25) 26(24) 
India 3.6* 4.0 94 Il 12 15 13.6(9.4) 15.3(10.6) 
Egypt — —_— 9.1 9 99 8.5 8.7(6.3) 8.2(5.8) 
J apan= t _ — 3.9 6.7 5.2 7.3 
A.T. = All Textiles; C.T. = Cotton Textiles. 
* 1939. = Refers to cash payments only. 
Figures given in brackets were converted at post-devaluation rates. 
TABLE B 
INDICES OF MONEY AND REAL WAGES OF TEXTILE WORKERS 
(1938 = 100) 
1947 1948 


Money Cost of Real 


Money Cost of Real 


1949 
Money Costof Real 


wages Living wages wages Living wages wages Living wages 


Canada 204 133 153 231 151 152 250 157 159 
US. (1) 225 160 141 252 170 148 258 170 152 
Sweden 215 153 140 238 163 146 249 167 149 
U.K. 235 167 141 261 180 145 284 185 153 
Australia 157 132 119 196 144 136 205 159 129 
India (1) 263 321(2) 82 318 374 85 360 379 95 
Japan 3,955 8,140 49 11,902 14,100 84 216 195 111 
France — $000 1,221 82 1,123 1,442 78 


(1) 1939=100. In the case of India, figures refer to annual earnings. 
(2) Unweighted indices average for different industrial cities. 
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of Lancashire, which includes Black- 
burn, Accrington, Burnley, Nelson 
and Rawtenstall and surrounding 
districts, has almost another quarter 
of the Lancashire textile workers, 
who make up 38 per cent of the em- 
ployed population of the area. Most 
of the remaining textile workers are 
centred in and around Manchester. 
In some towns the proportion of the 
employed population engaged in tex- 
tiles is much higher, over 60 per 
cent in Nelson and Great Harwood 
in the weaving area and 50 per cent 
in Rochdale in the spinning area. 

The population of a number of 
towns is therefore greatly dependent 
on textiles, although, in all districts, 
much less so than before 1939. In 
1929, for instance, 60 per cent of the 
workers in the spinning and weaving 
areas were engaged in textiles (in 
some towns the percentage was as 
high as 80). Last year it was about 
36. The contraction of the industry 
which began during the first world 
war was accelerated by the Great 
Depression: from 1929 to 1932 
about a third of the insured popula- 
tion were unemployed in the two 
areas. From then up to 1939 unem- 
ployment seldom fell below 25 per 
cent. 

These conditions led to migration 
from the traditional textile centres. 
Between 1931 and 1939 north-east 


Lancashire (the weaving area) lost 
more than 37,000 people through 
migration. 

The predominance of textiles has 
always led to the employment of a 
higher proportion of the total resi- 
dent population than in the country 
as a whole. This is due mainly to the 
high proportion of married women 
employed. About 60 per cent of the 
employees in the cotton industry are 
women. 

During the war years unemploy- 
ment fell to a very low level. The 
industry was subject to a “ concen- 
tration” scheme. Cotton mills were 
converted to new uses, new indus- 
tries producing munitions were intro- 
duced, and a period of relative pros- 
perity began. At the end of the war, 
a great effort was made by the 
Government, by employers and by 
trade unionists to build up the num- 
bers of people employed in textiles. 
In 1947 there were only 300,000 
people employed in textiles in the 
North-West, in comparison with 
over 400,000 in 1939, but in 1951 
the number had increased to a level 
approaching that of 1939. (The 
figures published by the Ministry of 
Labour for the different years are 
not strictly comparable, because of 
changes in the scope of insurance in- 
troduced in 1948.) 


WHAT EXPERIENCE TEACHES 


The main problem which the sur- 
vey has brought to light is the num- 
ber of people who do not qualify for 
benefit or qualify only for something 
less than the standard amount. Most 
of the former group are married 
women who opted out of the in- 
surance scheme. While those who do 
not pay contributions cannot expect 
to be compensated for loss of earn- 








ings during unemployment, at least 
as long as this part of social security 
remains on an insurance footing, it 
is worth making the point that un- 
employment in an area where many 
married women go out to work may 
cause relatively greater hardship 
than in areas where this is not the 
practice. Many married women, too, 
have to stay at home from time to 





UNEMPLOYMENT 


time for reasons that ought not to 
penalise them in respect of unem- 
ployment benefit—to look after their 
children, for instance, or an invalid 
dependant. In such circumstances 
there is a strong case for relaxing the 
contribution conditions so as to en- 
able more married women to draw 
benefit. This could be done either 
by crediting them with insurance 
contributions or by permitting them 
to continue contributions as if they 
were still in employment. Workers 
with secondary, part-time occupa- 
tions are also in an anomalous posi- 
tion. They are not a new problem, 
but the Ministry of National Insur- 
ance would do well to review the 
regulations concerning subsidiary 
earnings in the light of recent ex- 
periences in Lancashire. The impres- 
sion of people interviewed during 
the present survey was that the regu- 
lations err somewhat on the strict 
side. 


Small Number of Claims 

The survey has shown that rela- 
tively few of the unemployed in 
Lancashire have applied for national 
assistance. This is partly due to ig- 
norance or misunderstanding about 
the regulations, especially those con- 
cerning house ownership and the 
amount of savings which are to be 
disregarded in assessing need. But 
there is also a strong reluctance on 
the part of many people to apply for 
“ charity,” as they still tend to regard 
it. Whether the National Assistance 
Board, or indeed any official agency, 
should actively encourage people to 
apply, by making the regulations 
better known or in other ways, and 
what the increase in expenditure 
would be if they did, is a delicate 
question. P.E.P. can only report the 


From“ 
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fact that something less than half 
those who would qualify for assist- 
ance seem to be willing to ask for 
it. 

The survey, although too limited 
to shed new light on the adequacy 
of benefit and assistance payments, 
confirmed the conclusion reached in 
an earlier broadsheet that actual pat- 
terns of expenditure by poorer 
families differ very widely from that 
accepted as the basis of social 
security payments. It is evident that 
families draw extensively on savings, 
and, failing these, economise on food 
and fuel in order to maintain certain 
types of expenditure as long as pos- 
sible. No doubt the amount of 
money spent by families on “ non- 
essentials” will fall considerably 
should unemployment continue; but 
it seems that some kinds of spending, 
even on entertainment, are kept up 
for long periods, if not indefinitely, 
from very low incomes. 


One final, and familiar, remark 
must be made in conclusion. P E P 
has found it difficult to make precise 
judgments about the working of the 
social services in Lancashire because 
of the gaps in information which 
exist and the different methods by 
which the various official statistics 
are collected and presented. If there 
are good reasons why unemployment 
and national insurance statistics can- 
not be made comparable, there is a 
case for making sample enquiries in 
circumstances such as those in Lan- 
cashire during recent months. The 
evidence obtained in this way would 
be of material value, not only to re- 
search workers, which is perhaps not 
a matter of great importance, but 
also to administrators and others 


‘concerned with the social services. 


Social Security and Unemployment in Lancashire,” Planning No. 349, 
December 1, 1952, PEP. London 
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U.N. OUTLAWING PROGRESS ? 


A majority of the delegations in the Economic and Financial Committee 
of the United Nations went on record on Tuesday, November 25, as sup- 
porting a proposal by Argentina which would establish “a parity” between 
world raw material prices and the world prices of manufactured goods. A 
typical section of this proposal for the international stratification of prices 
and price relationship has to do with synthetic products. It would recom- 
mend that Governments “refrain, unless unavoidably required by national 
security . from encouraging the production of any synthetic or substitute 
materials that unnecessarily affect the international demand for natural 
primary products.” 


One does not have to be an economist to know that such an idea as 
that proposed by Argentina not only would be utterly unworkable but that 
if it were workable it would outrage the whole spirit of the movement 
toward liberal trade policies such as the lifting of import restrictions and the 
free interchangeability of currencies. 


From the New York Times, November 27, 1952 


* 


ALUMINIUM DANGERS 


A problem of increasing concern to British fabricators of aluminium 
is the recent instability in the price of the metal. In only three years it 
has risen from £90 to £166 per ton. In this country—though not in the 
U.S.A. or Canada—the price relationship of aluminium to steel has moved 
considerably in favour of steel. If the trend continues, particularly at a 
time when the world output of steel will more nearly match demands, then 
both producers and fabricators of aluminium must suffer. 


From the statement by Mr. Ivan Stedeford, Chairman, Tube Investments 
Lid., to the 33rd Annual General .% of the Company on December 


, 


* 


WHY RHODESIA’S HOUSEWIVES SHOP THROUGH POST 


Large sums of money are being sent out of Southern Rhodesia to 
Britain every month as a result of a new mail order drive which is being 
made by British firms. Housewives all over Rhodesia are ordering from 
England clothes and other articles which are being advertised in Rhodesian 
newspapers, showing prices considerably lower than those asked in Central 
Africa. The mail order business between Rhodesia and Britain has 
developed considerably in recent years following the appearance irr the 
country of increasing numbers of British newspapers and magazines. Mail 
order buyers claim they can save up to 100 per cent by ordering articles 
sold in England. They also allege that the quality of goods imported in 
this way is better than those obtainable in the shops. Salisbury business 
men have protested strongly against the development of this method of 
trading, which they hold is unfair to commerce in Southern Rhodesia. 


From Southern Rhodesia News Letter, December 12, 1952. 
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Finance in Finland: “ Public Finances 
in Finland since the War,” by Prof. A. 
E. Tudeer (Helsinki). A survey suppor- 
ted by much statistical evidence of 
Finnish recovery from the burden of 
war-time destruction and the Russian in- 
demnity.—Public Finance, The Hague, 
Vol. vii, No. 3, 1952 (202). 


Italian Income Tax: “L’Impé6t Italien sur 
le Revenu Global et sa Sensibilité Con- 
joncturelle.” (The Italian Tax on Total 
Income and its Cyclical Susceptibility), 
by Constanza Costantino. (In French, 
with English summary.) A brief history 
of Italian tax legislation, followed by a 
statistical and theoretical evaluation of 
its effects.—Public Finance, The Hague, 
Vol. vii, No. 3, 1952 (203). 


British Capital for Industry: “ Changes 
in the Supply of Capital for Industry in 
Britain,” by S. P. Chambers. Basing his 
analysis on the “ National Income and 
Expenditure, 1946-51" White Paper, the 
author examines the revolutionary 
changes that have occurred in the sources 
from which British industry obtains its 
capital—Banca Nazionale del Lavoro 
Quarterly Review No. 22 (204). 


Belgium’s Budget: “ Le Budget Belge sur 
la Comptabilité Nationale,” by Max 
Frank. (In French, with English sum- 
mary.) A description of the growing im- 
portance of the Budget in the national 
economy, and the need for its presenta- 
tion based on economic criteria rather 
than on administrative convenience, as at 
present. The author outlines his sugges- 
tions for a revised method of presenting 
national accounts.—Public Finance, The 
Hague, Vol. vii, No. 3, 1952 (205). 


US.A.: “Monetary Policy for United 
States Rearmament,” by Prof. Lester W. 
Chandler. The author believes in the 


more extensive use of the weapon of 


monetary policy as a means of combating 
inflationary pressures generated by re- 
armament.—Banca Nazionale del Lavoro 
Quarterly Review No. 22 (206). 


South Africa’s Development: “ Economic 
Change in South Africa,” by L. H. 
Samuels (University of the Witwaters- 
rand). A description of the post-war 
economic scene, pointing out the dangers 
of unbalanced development, and suggest- 
ing a return to a lower level of invest- 
ment activity.—Financial Times, London, 
December 1 and 2, 1952 (207). 


Central African Customs Union: “ Cen- 
tral African Customs Union Proposed.” 
If the present negotiations for a political 
federation of the Rhodesias and Nyasa- 
land are successful, the logical economic 
result will be a customs union between 
these territories. This article describes the 
present arrangements, and the suggested 
forms of a customs union.—The Times 
ed of Industry, December, 1952 
(208). 


Kenya: “ Colonial Survey,” and “ Secon- 
dary Industry in Kenya.” A general sur- 
vey of the Colony’s economy.—Financial 
Times, London, November 21, 1952 (209). 


Nigeria: “ Banking in Nigeria,” by David 
Rowan. A monograph, describing the 
West African currency system, the origin 
and structure of British banking in 
Nigeria, and the development of an in- 
digenous banking system. — Banca 
Nazionale del Lavoro Quarterly Review 
No. 22 (210). 


Switzerland: “ Co-ordination of Transport 
in Switzerland.” Political opposition has 
effectively debarred the Government from 
proceeding with its plans for transport 
“ co-ordination.” The Swiss transport sys- 
tem is described against this background. 
—The Times Review of Industry, Decem- 
ber, 1952 (211). 


African Railways: “Cost of African 
Railway Projects.” The projected link be- 
tween the South and East African railway 
systems involves over 1,000 miles of 
track, and an expenditure of £51 million. 
The “road versus rail” controversy in- 
evitably appears on the scene, as well as 
strategic and agricultural considerations. 
—The Times Review of Industry, Decem- 
ber, 1952 (212). 
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Iraq Pipeline: “ Oil Pipelines Across the 
Desert.” 556 miles of 30-inch pipeline 
between Kirkuk and Banias were opened 
in November, 1952. This article assesses 
its importance.—The Times, London, 
November 18, 1952 (213). 


Molasses into Fuel: “The Place of Power 
Alcohol.” In order to save foreign ex- 
change, India is pushing ahead with the 
production of power alcohol. Mixed with 
imported petrol, power alcohol serves as 
a substitute fuel—The Eastern Econo- 
mist, November 14, 1952 (214). 


Pottery Industry: “The British Pottery 
Industry,” by W. F. Wentworth-Sheilds. 
A description of North Staffordshire’s 
versatile industry, including its scope, or- 
ganisation, labour relations and markets. 
—National Provincial Bank Review, 
November, 1952 (215). 


Cutlery Industry: “ The Rise and Present 
Prospects of the Sheffield Cutlery 
Trades,” by Prof. G. P. Jones and Harry 
Townsend (Sheffield University). A re- 
view of the industry from the Hallam- 
shire Cutlers’ Company of 1624 to the 
present day.—Westminster Bank Review, 
November, 1952 (216). 


Trade Unions: “ Membership of Trade 
Unions in 1951.” A statistical survey.— 
Ministry of Labour Gazette, November, 
1952 (217). 


Electricity Across the Sea: “Electric 
Power by Submarine Cable.” The success 
of the Danish-Swedish experiment here 
described has an important bearing on 
Anglo-French plans.—The Times Review 
of Industry, December, 1952 (218). 


Canadian Development: “ Some Observa- 
tions on our Changing Economic 
Climate,” by W. F. Lougheed, Economist, 
The Canadian Bank of Commerce. A 
bird’s-eye view of the Dominion’s 
startling development since the turn of 
the century.—An address to the Purchas- 
ing Agents’ 27th Conference on October 
24, 1952. Typescript. (219.) 


Help Yourself: “ The Self-Service Revo- 
lution.” This article supplements the 


recently published Productivity Team 
Report on Retailing, published by the 
Anglo-American Council on Productivity. 
—The Economist, London, November 29, 
1952 (220). 








Australian Federal Finance: “ Common- 
wealth-State Financial Relations,” by Sir 
Ross McDonald, Q.C. A report compiled 
for the West Australian Government.— 
The Australian Quarterly, September, 
1952 (221). 


Meat for Britain: “The Economics of 
Meat.” Before 1939 the U.K. produced 
annually more than a million tons of 
meat, which accounted for 51% of her 
consumption. In 1951 she produced 
941,000 tons, which constituted 65% of 
her consumption. These, and a number 
of other illuminating facts and figures 
are contained in this short article in 
Barclays Bank Review, Vol. xxvii, No. 4, 
November, 1952 (222). 


Piace and Form of Nationalised Indus- 
tries: “ The Nationalised Industries,” by 
D. N. Chester. A number of longer 
publications on the same subject will 
shortly be reviewed in these pages. This 
article carefully examines two aspects: 
The place of publicly owned industry in 
a mixed economy; and the forms of pub- 
lic ownership and control.—The Three 
Banks Review, December, 1952, No. 16 
(223). 


Sterling Oil: “ Oilfields in Trinidad and 
Borneo.” Number VII in the current 
series of articles on the resources of the 
Colonial Empire describes the develop- 
ment of these two oil producing areas. 
—The Times British Colonies Review, 
Winter, 1952 (224). 


Lancashire: “ Profile of the Recession,” 
by W. M. Clarke. A statistical study 
providing a wealth of material on the 
recent textile recession, including monthly 
unemployment, retail sales and savings 
figures.—District Bank Review, Decem- 
ber, 1952, No. 104 (225). 


Yugoslavia: “ The Change in the Yugo- 
slav Economic System,” by J. V. Mladek, 
BE. Sture and M. R. Wyczalkowski. An 
I.M.F. Staff Mission visited Yugoslavia 
last year. This article comprises the 
gist of their Report to the Executive 
Board of the Fund. It surveys the tran- 
sition from the Soviet-type economy to 
the present, gradually evolving market 
economy.—I.M.F. Staff Papers, Vol. II, 
No. 3, Nov., 1952 (226). 
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